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ABSTRACT 

This publication focuses on the part of OECD aeaber 
countries' educational systems that is directly or indirectly 
financed by the government, examining educational expenditures in the 
context of conflicting claims of national resources. Chapter 1 
surveys the rapid growth in expenditures through the 1960s and 
outline."? some of the similarities in developments in a number of 
countries. Chapter 2 tries to assess to what extent increased 
expenditures were reflected in improved results > Chapter 3 projects 
the costs of the formal education system under a set of simplified 
assumpxions on student enrollments and costs per student. Chapter 4 
briefly describes several new programs th;^^t may require additional 
expenditures and provides rough estimates oi their likely costs. 
Chapter 5 examines some economic policy issues arising from the 
analysis, with particular attention to alternative ways of financing 
higher education. The appendix discusses the statistical projblems and 
methodology of the study, and presents tables that summarize selected 
educational expenditure data for Australia, Austria, Belgium.. Canada.^ 
Finland, France, Germany, Italy, Japan, the Hetherlands, Norway, 
Sweden, Switzerland, the United Kingdom, and the United States. 
(Author/JG) 
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The Organisation for Economic Co-operation and Devel- 
opment (OECD) was set up under a Convention signed in Paris on 
r4th December, i()6o, which provides that the OECD shall pro- 
mote policies designed: 

- to achieve the highest sustainable economic growth and 
employment and a rising standard of living in Member 
countries, while maintaining financial stability, thus 
to contribute to rhc development ol the world emnonH:^ 

- - - to contribute to sound economic expansion in >Member as 

well as iH^n-member countries in the process of^conomic 
developm^MU ; 

— to contribute to tlie expansion of world trade on a multi- 
lateraU non-discriminaiory basis in accordance with inter- 
national obligations. 

The Members ofOEC^D are Australia, Austria, Belgium, Cana- 
da, Denmark, Finland. I'rance, the Federal Republic of Germany, 
Greece, Iceland, Ireland, Italy, japan, Luxembourg, the Nether- 
lands, New Zealand, Norway. Portugal, Spain, Sweden, Switzer- 
land, Turkey, the United Kingdom and the United States. 



( OECD, 1976. 

Qiieries concnuing pcrmissit.) ns or transl.it ion, rights should hr 
addressed to: 

Directo)- of Information. ()K(!l) 
2. rue Andre-Pasral. 75775 PARIS CKDI-K 16, France. 
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PREFACE 



-The following report -is-p^art-of a broader project on issucs^ of resource 

allocation and government expenditure, launched by Working Party No, 2 
of the Economic Policy Committee. The Working Party was originally 
formed in 1961 to deal with questions of economic growth and has 
published five reports- on this subject. The latest one, Expenditure Trends 
in OECD Countries, 1960-1980 (July 1972), marked an important stage in 
the Working Party's activities since it explicitly raised the issue of the ^ 
appropriate allocation of resources to different public and private needs. 
It was recalled at the time ihat the growth of production of goods and 
services should not be seen as an end in itself, but that greater attention 
should be paid to how it can best be used to improve social and private ^ 
wellbeing. Events since the early 1970s have, if anything, reinforced tlVe 
need for work which concentrates on issues of resource allocation between 
different end-uses and analyses the welfare implications of varying expen- 



Refl.ectLng the Working Party's new mandate and interest, \first Study 



' in Resource Allocation, Economic Implications of Pollution Cbnuiii was 
S published in Februaky 1974. This contained an analysis of the resource cost 
and macro-economic significance of national programmes fof expanding 
pollution control over the present decade. Since that date the Working 
Party has concentrated its attention on longer-run trends in the main items 
of government expenditure. The aim of its work in this field is to see what 
main factors were responsible for the rapid expansion of the public sector 
in most OECD economies ovc^r the last 10 to 15 years, to see what 
plausible hypotheses can be made about the future and to discuss some of 
the issues and options open to economic policy. To this effect, in addition 
to the present rcpiort on public expenditures on education, the Working 
Party has considered, or will consider, expenditures on income maintenance 
programmes, health, and, in lesser detail, housing and other infrastructure 
investment. The work is carried out using a cross-country comparative 
framework in the belief that countries can learn from the successes and 
problems of others. 

Whep this series pf studios has been completed, the Wo'Hcing Party will 
try to draw some more general conclusions on the whole field of public 
expenditures, by considering the alternative choices that may have to be 
faced and the financing problems that could arise. This work wiiralso be 
integrated with the results of the Working Party's continuing analysis of the 
overall problems of economic growth and brought together with quantitative 
macro-economic projections to 1980/1985 on which work is currently 



diturg^dtterns. 




underway. 
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INTRODUCTION 



This report is largely concerned with that segment of Member coun- 
tries' educational systems which is directly or indirectly financed by the 
government. The main reasons for the interest in educational expenditure 
and for the concern with its very rapid growth in the past decacie and a 
half are evident and will only be briefly mentioned here. At a very broad 
level, the widespread influence which education has on a number of 
economic and social policy objectives has always stimulated interest in this 
area. This interest has beefi reinforced by the major organisational and 
structural changes which educational systems have undergone in the recent 
past. From a more economic standpoint, the growth of expenditures in this 
fu-ld has been extremely rapid and has been accoinpanied by a steady 
expansion in the number of new graduates.* Such developments, which were 
welcomed in the 1960s, have, jnore recently, been questioned. It has, for 
instance, been suggested that expansion went "too far", or "too fast". The 
wide disparities in the distribution of educational participation and achieve- 
ment have led to additional criticism that spending on education has only 
benefitted a small and favoured segment of "ie population. Finally, since 
the vast majority of this expansion has been provided by tlie public sectorv 
there has been growing concern over the taxes required to pay for rising 
expenditures. 

It is clear that not all these aspects can be treated in the context of 
this report, especially since sbme of them raise political issues or require 
value judgements. In line with the mandate of Working Party No. 2. the 
following text will try and limit itself to examining education expenditure, 
in the context of the conflicting claims which arise on national resourcf.s. 
Hence the study's focus is largely macro-economic. It does not aim at 
providing a detailed description of countries' educational structures.^ nor at 
surveying the innumerable issues which have been discussed in the field of 
the economics of education. It restricts itself to an outline of past trends 
in a few broad categories of expenditure, »o a very tentative assessment of 



1. It may be inlcrcsiing to note, however, that as a share of total non-defence 
public consumption, expenditure on education had already reached a relatively high level 
(abo^e 25 per cent on average) in the early 1950s; since that date its share ha3 risetj^ 
only moderately. 

2. A series of monographs on various countries* systems has been issued by the 
OECD's Directorate for Social Affairs. Manpower and EdiucAUor, {Class: ficai ion of 
Ed u caiidnal Sysieth s). • , '-^^ 
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the results of such trends and to a discussion of alternatives for the -future. 
In view of the large institutional differences among Member countries, such 
a discussion cannot aim al absolute precision. It is readily recognised that^, 
in order to describe the major developments which have characterised the 
growth of expenditure iti the OECD area as a whole, a number of sim- 

* plifying 'assumptions had to be used while finer definitional distinctions were 
frequently gFossed over. Such ari approach clearly entails some losses in 
accuracy but should provide the macro-economist with a satisfactory picture 
of^i^ad trends. 

The paper deals almost exdusivdy with that part of total expenditure 
originating from the fl)'ublic sector. This is partly a function of data avail- 
ability. Figures on private educational expenditures are very insuffiaent in 
majority of cases. But even if more complete statistical information were 
available, government decisions effectively control the bulk of the education 

• system and thus represent the most important are^a of concern.' It should 
be pointed out 'that data limitations are not restricted to this aspect but 
extend to most of the areas covered in this paper. There are numerous 
statistioil difficulties which have to be met in any inter-country analysis of 
a field like education. The coniparability of the figures is greatly impaired 
by the variety of educational sysjlems, by the less-than-complete coverage of 
some of the data, by the difrerent forms in which educational expenditure 
is financed, etc. Such shortcomings, which are discussed in greater detail 
in the annex to this study, must constantly be borne in mind when looking 
at '/;e text, ' 

Chapter 1 surveys the very rapid growth in expenditures through the 
1960s and outlines some of the similarities in developments in a numbC!* 
of countries in the area. Chapter 2 tries to assess to what extent increasing 
inputs into education were reflected in improved results, Giyen the diffi- 
culties in/^fining and estimating the output of a service like education and 
the near absence of clear government statements on the objectives sought, 
the discussion is. unable to reach any very firm conclusions. Chapters 3 and 
4 look at the future of educational expenditures. Chapter 3 projects the 
costs of the formal education system under a set of simplified assumptions 
on student numbers and .costs per student. Chapter 4 briefly describes 
several new programmes which may require further additions to expen- 
ditures and provides some very rough order of magnitude on their likely 
costs. Finally, some of the economic policy issues arising frqm the analysis 
are broached in the concluding chapter which looks, -in particular, at 
.possible savings and at alternative ways of financing higher education. 



I, It is true thai the private sector can provide educational services in the absence 
of governmen; supply, but tite importance of education has led governments in most 
countries to regulate its activities. 



Chapter I 



THE GROWTH IN EDUCATIONAL EXPENDITURE 



This chapter discusses the size and the development of public educa- 
tional expenditure in a number of OECD countries for which data are 
available. It lays stress, in particular, on the growth of such expenditures 
over the last decade and on the rather different trends experienced by lower 
and higher levels of education. The statistical difficulties encountered in 
trying to provide a Consistent and roughly comparable picture for as diverse 
a sample of countries as those covered here have already been briefly 
mentioned in the Introduction and will not be recapitulated here. But the 
tentative nature of many of the findings should always be borne in mind 



Before proceeding to a detailed description of the elements underlying 
the rapid expansion of expenditure in Member countries, it may be 
necessary to provide some overall view of the educational system's impor- 
tance. A first such indication is gi\en by Table !.' wl ich shows the 
percentage of the total population attending school or university in the 
early 1960s and in the early M970s» as well as the 1970 proportion of 
teachers in the labour force. The numbers of students are subject to several 
statistical reser\ ations (they exclude pre-primary forms of education, which 
are quite important in some instances, their coverage af part-time students 
varies across countries etc.). and so are those on teachers.^ Very broadly, 
it would, nonetheless, s^-em that teaching as a profession typically attracts 
some 2 per cent of the labour force. >vhile the student population accounts 
for some 20.per cent of the total population or about 21 per cent more 
than a decade ago. 



I. In particular, ihc data arc weak because frequently there is no distinction 
between full-time and part-time teaching; teachers who teach at more than one school 
Or levpl are often counted twice and. in some countries, teachers include personnel with 
mainly non-teaching activities. Sec OECD, Eilucaiional Siaiisiics Yearbook, 1974, Vol. I, 



in what follows. 



THF GENERAL PICTURE 



p. 41. 




Trble I. RELATIVE SIZE OF STUQENT AND TEACHER POPULATIONS 
EARLY 1960s AND EARLY 1970s 
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2.3* 
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17.1 


19.9 


't.o \ J - w 


Canada 


/ 1 Qf,i i AJ— 7n 7 n 


25.4^ 


29.3^ 


17 n 


Denmark 


(1960-72) 


15.6 


21.9 


3.1 


Finland 


(1963-73) 


22 2 3 


23.53 


2.4 (2.4) 


France 


(1963-73) 


18.6 


20.5 


2.5 (2.8) 


Germany . 


(1963-71) 


14.23 


17.43 


2.4**' 


Greece 


(1960-70) 


15.3 


17.1 


1.4* (i.5)* 


Ireland 


(1965-72) 


19.3 


21.9 


2.9* (3.0)* 


Italy 


(1963-72) 


14.4 


16.3 


3.1* (3.5)* 


Japan 


(FYs 1963-71) 


24.5 


20.2 


2.1* (2.3)* 


Netheilands 


(1963-;0) 


20.23 


21 23 


2.54. « 


Norway 


(1963-70) 


18.3 


19.4 


2.8 


Portugal 


(1960-71) 


12.8 


17.2 


!.7* (1.7)* 


Spain/ 


(1960-70) 


12.1 


18.2 


1.8* (2.0)* 


Sweden 


(1963-70) 


16.23 


16.83 


2.1* (2.4)* ^ 


Switzerland 


(1963-72) , , 


14.9 


16.7 




Turkey 7 


(1960-70) 


12.3 


18.4 


1.4* 


United Kingdom"(FYsi963-71) 


16.13 


18.83 


2.0 


United S.. ies 


(1963 64-72/73) . .. 


26.5 


28.5 


3.3 






4.1 


3.4 


0.8 






17.3 


20.0 


2.5 


Average EEC^° 




16.5 


19 3 


2.8 



1. hutNtime and part-time (excluding children in pre-primary schuots). 

2. Full time only. Piguies in brackets include pre-primary leacher!i. 
« 3. Full time equivalents. 

H. 1972. 

5. Figures include all university perwnnel. 

6. Figures for higher education are based on Secretariat estimates. 

7. Full time students only. 

K. Excludes students 'v\ independent Khools. 

9. Measured by Mandsrd deviation. . 

10. Geometric mean. 

• Denotes full and part<time. 

Source : OECD. Eduvational Slali^tic^ Yrarboak and Lab-mr Force Siaiisiics : sources quoted in the 
Statistical Annex. 



These data do not '^f course give an indication of the size of the 
public education sector, since students attending private schools and univer- 
sities are also included, and provide no guide as to the macro-economic 
expenditure flows involved in education. The public sector's importance 
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in thia field, e?c^C(>ssed as a percxintage of GDP, is shown in Table 2. It 
•should be noted thai if actual GDP figures are used as denominators for 
the overair share thj results would not be free from cyclical variations, 
If is assumed, that education exjjenditure is not affected by such fluctua- 
tions^ the expcndituVe/GDP ratio at a point of time (and, even more, its 
trends through^ time) will be distorted by cyclical movements, Over the 
period here surveyed, cyclical fluctuations have been relatively small so that 
the use of actual GDP figures would create no major distortions. But the 
introduction of cyclically smoothed o,utput data is more appropriate. Givei 
the difficulties in determining the exact level ' of potential " output, 
/^average'' output will be used in what follows to calculate the sharevb^ 
educational expenditure in GDP.^ 

A number of caveats must be borne in mind when looking at this 
table. Firstly, the education^expcnditure figures are on a budgetary rather 
than on a national accounts' basis and therefore not strictly comparable to 
GDP in conceptual terms.^ Secondly, in some instances the data cover only 
expenditures incurred by education minist ses, while in others they may 
also include education financed by other admiMistrations (e.g. the costs of 
military academies borne by defence budgets, of pre-primary education 
incurred by welfare departments, of agricultural schools supported by agri- 
cultural ministries etc.). Thirdly, the dividing line between the private and 
the public sectors is often unclear. Thus, in several countries (e.g, Belgium, 
the Netherlands or the United Kingdom), there is a large private -education 
system at the primary or secondary level which is wholly or partly sub- - 
sidised by the State. At higher levels of education some private university 
systems also receive extensive government support. In addition, in a number ^ 
of countries, large sums are paid in the form of maintenance fees which are 
not direct costs for providing a service but an indirect support to house- 
holds or individuals. The general rule followed in this report has been to 
include under the public expenditure heading all the costs incurred by 
private institutions when these are entirely or very largely supported 
by the State. Otherwise, private education has not been incorporated, but 
an effort has been made to show, whenever data are available, the size 
of this sector, at least for those countries in which it looms large. Grants 
and scholarships have been included, whenever data were available, 

As they stand, the figures show that public expenditure on education 
represents, on average, roughly 4i per cent of Member countries' GDP, 
against a 3 per cent sh.are ten years earlier. It should be noted that this 
is not the total resource cost of education. Quite apart from the private ^ 



1. An assumption which would seem broadly justified, at least for current expen- 
diture. 

2. The figures for "average*' output are obtained by applying actual GDP deflators 
to the "average GDP** data in volume terms as calculated in "The Measurement of 
Domestic Cyclical Fluctuations**. OECD Economic Outlook-Occasionat SiuJies. July 1973. 

3. Sornc countries provide data cn a national accounts basis but this information 
is not broken down by levels of education and seldom supplies figures on capital costs: 
hence it could not be used ',ot the present pu-pose. 
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Fublic expenditure on educaiion 



Tabled Pt'Bi iC KXPENDITLH E ON. EDUCATION (EE) 
EARLY 19oOs ANT- FAf^LV i970s 
Jn per cen: o/" iretiJ' GDP at current prices 



Australia_^'^ 


(1%3 64-71 7 
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(1963-72) 


Bcigium 


(1963-72) 


Canada 


(1963 64-70 7 
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(I960-. 70) 


Finland 


(1963-'^0) 


Frartcc^ 


(1963-73) 
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0963-71) 


Greece 


(1960-70) 


Ireland 


(1960-70) 


Italy 


(1963-72) 


Japan 


(FVsl963-71) 


Netho'rlands 


(1960-70) 


Norway 


(1963-70) 


Portugal 


(1960-70) 


Spain 


(1960-70) 


Sweden 




Switzerland 


(1963-72) 


Turkey 


(1960-68) 


United Kingdom 


il-Vs 1963-71) 


United States 


(1963 64-": 







Average-^ 

Average FEC** 







Implied elasticity of: 








Per capita 
EE with 


Early 
1060s • 


Early 

is) 70s 


At 

curre nt 
prices 


respect to 
per capita 
income(at 
constant 
prices) 


3.0 


4.5 


1.50 


1.23 


3.1 


5.2 ' 


1.69 


1.28 


4.2 


5.4 


1.28 


1.08 


4.6 ' 


7.^ 


\ .00 


1 4*^ 
1 ."t J 


, 4.0 


7.0 


1 . / J 


1.32 


6.2 


6.3 


1 n"* 

1 .u^ 


. 0.86 


2.5 


3.1 


1.23 


r:09 


3.0 


4.2 


1 .40 


1.13 


\J 


2.3 


1.34 


0.99 


■J (\ 
.u 


A Q 


1.57 


1.33 


3.2 


4.0 


1.31 


1.09 


3.8 


3.6 


0.99 


0.75 


4.8 


7.6 


' 1.58 


1.06 


5.1 


6.0 


1.17 


1.13 


1.9 


1.9 


1.08 


1.08 


1.2 


2.4 


1.97 


1.39 


S.O 


7.1 


1.41 


1.25 


3.3 


4.9 


1.46 


. 1.32 


2.3 


3.5 


1.50 


1.41 


4.S 


5.6 


1.27 


1.20 


4.5 


6.0 


1.30 


I.I4 


1.3 


1.7 


0.24 


0.17 


3.3 


4.6 


, 1 .38 


1.16 


3.7 


5.1 


1.39 


1.14 



1. Ministry of Uducin.on cxpcndiiurcs onl>; m 1471 in'.al public expenditure is estimated at 4.5pcrcemof 
CiDP 

2. "/ vtetsurcd by standard deviation 
y. Cieometric mean. 

Sources : OtCI). FJucutionat SiattUus Yfjrhook and M.iurcc!i quoted in the Statistical Annex. 



sector's share in total output, there are considerable indirecl costs in the 
torm ol loregone earnings.' These wiil not bo explicitly considered here 
since they do not seem to be very relevant to a study of past public ex- 
penditure trends. They need, however, to be borne in mind in any 
projection o^' future educational costs. 



1 . The importance of these indirect costs is indicated by the fact that app«-oxim;Ucly 
one third of stuaents in full-time education in Member countries are of working age. For 
some countries v»jry tentative estimates of the foregone earnftigs of university students are 
bigger than actual higher education budgets . • 

12 



The growth in educational expenditure 



13 



Fairly remarkable differences exist between countries in the GDP 
shares of public education. In recent years, these varied between lows of 
only to 2 to 2i per cent in several of the Southern European countries and 
highs of 7 to 8 per cent in a number of Northern European countries and 
in Canada. In the latter country, educational expenditure, at close to 8 per 
cent of GDP, represented as much as one fifth of total government expen- 
diture (including jransfers and investment). To some extent, of course, these 
differences reflect ^^aryiM weights of the private and public sectors. In 
Portugal and SpainTW^-jij^^^ two countries in which the government 
devoted less than 2iptv ocSf^^of GDP to education in 1970, private educa- 
tion remains important. For Spain, some expenditure data put the private 
scctor*s share in output at almost one per cent and the enrolment figures 
show that 30 per cent of students attended private institutions. Elsewhere, 
the private sector is unlikely to account for similarly large shares but, 
among the few other countries ior which data are forthcoming, its weig^it 
is not insignificant in, for instance, France and Finland (15 per cent of the 
student population), the Lnited States (12 per cent) and, especially, J^pan\ 
(20 per cent), where some three-fourths of university students attend private 
institutions. The available evidence on the expenditure side is summarised 
in Tabic 3, which provides national accounts data on consumption flows 
only. In the sample of countries covered, the public sector accounts for 
som • 90 per cent of the expenditure flows with Greece and North America 
at the low end of the spectrum while Belgium, the Netheriands and Sweden 
are close to 100 per cent ratios. 

Through time, public expenditure on education in current prices has 
risen a good deal more rapidly than GDP. The implicit "expenditure" 
elasticity of this item in the area as a whole is of the order of 1.4, higher 
than that of most other major categories of public expenditure.' 'A large 
number of countries is clustered around this average, with perhaps ^ 
tendency for countries in which output grew most rapidly (Japan, Greece, 
Portugal, or Italy) to record relatively smaller elasticities. This could reflect 
the lower relative priority given to this field at somewhat earlier stages 
of development. Evidence supporting this supposition is provided by the 
presence of an, admittedly weak, relationship linking per capita income and 
education expenditure shares in GDP. Alternatively, it could be argued that 
the capacity such countries had to accommodate rising demands in this 
field implied that the sharo of resources devoted to education did not have 
to increase. But support for this hypothesis is less easily forthcoming and 
the example of Spain or, inversely, that of the United Kingdom, provide 
striking exceptions. Despite a cent annual output growth, Spain 

recorded an elasticity of 2 - the largdst in the sample. Two main factors 
probably influenced this develotment/a very low starting point (the lowest 
in the area), and, possibly, sor^e^itch Jrom private to public forms of 
education. Otherwise, however, there would seem to be little evidence over 



I. The per capita income elasticity (at constant prices) is of the order of 1.15. a 

result which is not very different from the one obtained with the cross-section data in 
U.S. dollars for the early \9(yOs and 197ns shown in the Chart. 
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this decade for •/catching up", i.e. for a tendency for countries with 
relatively iow shares at the outset to increase their shares faster than the 
average, and vice versa. 



Tabic i, SHARK OF PUBLIC SF.CTOR 
IN TOTAL CURRF.NT F.XPHNDITURF. ON EDUCATION 
Percentages 



Australia 

Belgium 

Canada 

Finland 

Greece 

Italy 

Japan 

Netherlands 

Norway 

Sweden 

United Kingdom^. 
United Slates .... 




I or exact years, see I able Z ■ , ■ ■ • 

The fmures are derived from national accoonts ^UKh ircal certain educational instilutinns (universities, 
direct.grant school, and colleges) not wholly puhlicly funded as beinn withm the private sector even 
though most of th.ir income ..rig.nates in the public sector. This departure from the general ru e 
mean, that the fiKure. .hown air Inv^er than they wnuld have been on a strictly cnmparable bas.s 
m!tnu,,ons wholly or mainly publicly funded are estimated to account for 4(>-9.s per cent of all Un.^ed 
Kingdom educational expenditure 



F.XPIINDITURI S IN SFLIXTHI) COUNTRIFS 



The prcNious section has given a \eiy brief o\er\icw of the size of 
expenditure in the area as whole. Any more detailed analysis of the 
elements underlying inter-counlry differences in the proportion of output 
devoted to education requires a breakdown of this total expenditure for 
various educational levels. Unfortunately, consistent figures on expenditures 
for the different forms of education are not often available. Hence, the 
remainder of this report will deal with a smaller number of eountrics for 
which more complete data were assembled. 

The statistical analysis will follow a method also used in the study 
on income maintenance programmes/ The approach is based on an identity 
in which the share of public expenditure on education in GDP is equal to 
the produel of the following four variables:^ 



I , See Oi:CM). Public fixpenJiiuri' on Income Mointe nance Proj^mmmvs. 1976. 

^ Symbolically, if l.I- = public education cxpcndiiures. CiDP = gross domestic 
product B = number of students. I = the si/c of the relevant population and N = total 
population, then l li CDP = {\ \ H) x (H I) x (I N) x (N GDI'). 
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i) Costs per student ; 

/[) The number of students as a proportion of the relevant age group 

(for instance age 6 to 23; ; 
///) The relevant age group as a per cent of the total population; 
iv) The reciprocal of GDE^ per heid. 
By multiplying iteir.s (i) and (iv) the cost per Uudent can be expressed 
in relation to GDP per head. Hence the share cf educational expenditure 
in output can be subdivided into three ratios, called for sho' t the 
" demogrp.p lie ratio the " enrolment ratio " and the " cost ratio 

The "cost ratio" defined in the previous paragraph is statistically 
similar to the '^transfer ratio'' used in the report on income maintenance 
expenditure. Its economic implications are. however, somewhat different. 
Linking pension or unemployment benefits to GDP per capita has some 
immediate significance. It provides a way of assessing (subject to some 
important qualifications), the relative '^generosity" of a transfer programme 
in terms o! an average income concepr. The same is not necessarily true 
for costs per student. The educational planner is probably more interested 
in knowing how high educational expenditure is at a moment of time m 
absolute terms, and how fast it has expanded in terms of percentage 
changes. But for the macro-economist interested in problems of overall 
resource allocation, a ratio which shows the cost of educating one student 
m tern^s of per capita ou'put, may be an equally meaningful concept. It 
allows a number of comparisons across countries and through time and can 
show for instance, whether anci how such ratios evolve as countries get 
richer. Such an approach may. in addition, facilitate projections into the 
future, since it avoids the need to foreaist absolute levels of GDP or 
expected rates of inflation. 

U should, of course, be emphasized that the- subdivision used here is 
merelv a statistical description and that, therefore, the international 
parallels or differences which will be presented will inevitably be somewhat 
superficial. Moreover, value judgements should nlso be refrained from in 
view of the weakness of the underlying data, \l\cn for the restricted sample 
of countries here covered, substantial statistical problems remain, notably 
in the coverage of part-time students and of private education faciJities. 
Both of these have been excluded, but it is not certain that absolute inter- 
countrv consistency has been achieved. Despite such difficulties, it should be 
possible to gain a very rough impression of the relative importance of 
various factors, some of which might be considered as outside the control 
of governments (such as demographic structure^,, and some of which could 
be considered discretionary (such as enrolment ratios or costs per student). 

Bearing these various reservations in mind, aggregate data for 15 coun- 
tries covering current public educational expenditures are presented in 
Table 4, following the approach described above.^ Inevitably, the figures 



I. These figures differ from those shown in Table : because they exclude capilal 
costs (which can vary quite erratically from one year to the next). 
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The growth in edo^twjiQl^ 

Table 4. PUBLIC CURRENT ^4?iiNDITURF:. EARLY 197^ 
ALL EDUCATIPNI^EVELS 



Australif (1971 >:) . 

Austria (1972) 

Belgium (1972. 

Canada (1970 ^\) . 

Finland ' (1973) 
France (19\-^) 
Germany (197i) 
Italy (1972) 
Japan (FY 1971) . 

Netherlands (1970) 
Norway (1970) 
Sweden (1 97a) 

Switzerland (1972) 
United Kingdom(rN 1971) 
United States (1972 73) 

Dispcision* 

Average* 




and t 



1. rt>r the coverage of the demographic ralm sec naici to lables 

2. 0 Tii.'S ^or Australia iT the prisaie sector is included 

y. Includes capital costs. \ 
•4 Measurrd by standard devia(ii^n 
( icometric mean 

Sol*- The Tirst column equals the product of the ne\t three Ci>Iumns multiplied b> 100. I igures in brackets 
for Canada. Japan, and the t'mted Slate^ co\er toial (public and pnsate) current educational 
e\ptnduurc^. 



are approxrmale. intlucnced as Ihcy arc by ihc proportion of sludcnls al 
various levels of eduaUion. the length of compulsory schooling or of degree 
courses, elc. .Thus, ihe demographic ratios cannot be directly compared 
since they co%er different segments of the young population, depending on 
the length of primary and secondary education. The comparability of en- 
rolment ratios is also subject to a number of rcser\alions. but very roughly 
such ratios seem to be around 70 to 75 per cent of the student age popu- 
lation, with relatively little inter-coutitry Nariation. especially when account 
is taken of the private sector. North America is somewhat exceptional, with 
a well above-average proportion of the young attending schools and uni- 
versities. The somewhat lower European ratios may reflect the tendency to 
be more selective in the choice of education after compulsory schooling has 
fmished. with a greater emphasis on non-school forms of learning. More 
broadly, enrolment ratios may also be linked to incomes per capita and 
some eviden:e for a positive relationship is forthcoming from the figures. 
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More striking variations are to be found, of course, in the relative 
levels of costs per student. As already pointed out before, care must be 
taken in interpreting the data. Any statistical error in earlier columns is 
reflected in the cost ratio" which is obtained as a residual. And, even if 
the "cost ratios" were free from measurement errors, they would still 
reflect a number of social and historical factors which cannot be compared 
internationally. The figures go from highs of roughly one third of GDP per 
eapita in Sweden to lows of barely 15 per cent in France and Japan. Not 
too much stress should be laid on such differences. More interesting is 
perhaps the finding for the average of the relatively rich Member countries 
here considered. For this sample, the education of a student seemed to 
involve, in the early 1970s, a cost not far from I of a per cent of per 
eapita outpui with little dispersion around the mean. 

The overall aggregates discussed so far are, however, very heterogeneous 
since they cover forms of education in which both enrolment and cost per 
student ratios can differ greatly. Hence the following will look at expen- 
ditures at a more disaggregated level, considering primary and secondary 
forms of education first and higher education later. The GDP shares which 
will be discussed will not necessarily add up to the totals shown in Table 4 
because of the presence in some instances of miscellaneous items of 
spending which cannot be allocated to various levels. This is not a factor 
of major importance, however, and in most cases the discussiori will cover 
the bulk of expenditures. 



i) Primary ntul Secondary Education 

The cost of primary and secondary public education represents over 
3 per cent of CiDP in the sample of countries here covered; is as high as 
5 per cent in Canada and comes down to 2 or 2; per cent in France, 
Germanv and Japan. Demographic ratios \ary widely. To some extent this 
reflects the different lengths of schooling.' but there are also significant 
\ariations in purely demographic factors. Thus, if the North American 
countries had the same demographic ratio as Germany, they would, ceteris 
paribus, devote I to ! : per cent less of GDP to expenditure in this field. 
This is an extreme example, but even within the Furopean context, both 
Finland and the Netherlands would spend I per cent of GDP less if the 
size of their young population was similar to that of Germany. Fnrolment 
ratios, on the other hand, are relatively uniform across countries and go 
from 90 to 95 per cent of the relevant population (including private: schools) , 
with only Italy and Switzerland lagging behind largely on account of a 
somew hat shorter compulsory school period. 

Perhaps the most striking finding is the relative uniformity of the cost 
ratios. Despite the wide variety of eduaitional systems and approaches here 
co\ered. the varying weights of the public and private sectors, the differing 



1. Ihcsc have been .illoueJ for in lable 5 by changing the si/c of ihc relevant 
age group'i. 
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treatment of administrative expenditures, etc.» a fairly large number of 
countries are clustered around a cost per student ratio of roughly 20 per 
cent of GDP per head. There are, of course, gaps between, for instance, 
the Scandinavian countries (whose high figures may, in part, reflect lower 
population densities in large parts of the country), and Australia, France, 
Germany or Japan. But, on the whole, these disparities would seem 
surprisingly small. Such a finding would tend to support the view that the 
level of educational expenditure per pupil is no' necessarily an absolute but 
rather a relative concept which evolves in line with general economic de- 
velopments. This conclusion is, however, baseu on a rather restricted sample 
of both countries and per capita incomes and does not take into account 
the possibility that some absolute limit to unit expenditures could eventually 



Table 5. PUBLIC CURRENT EXPENDITURE, EARLY 1970$^ 
PRIMARY AND SECONDARY EDUCATION 





Per cent 


Contributing factors 




share in 
" trend " 
GDP 


Demo- 
graphic 
ratio^ 


Enrol- 
ment 
ratio 


Cost 
ratio 


Austria v.... 

Belgium 

Canada 

Finland 

Prince 

Germany 

Italy 

Japan 

Netherlands 

Norway 

Switzerland 

United Kingdom > 

United States 


2.62 

3.27 . 

4.20 

5.03 
(5.29) 

4.81 

2.79 

2.17 

3.00* 

2.22 
(2*45) 

3.84 

3.85 

4.22 . 

2.69 

2.86 

3.80 
(4.19) 


0.243 
0.199 
0.192 
0.288 

0.218 , 

0.195 

0.180 

0.202 

0.185 

0.231 
0.190 
0.160 
0.199 
0.202 
0.245 


0.709^ 
0.939 
0.969 
0.931 

1.017 
0.960 
0.914 
0.753 
0.879 

(1.000) 
0.851 
0.952 
0.949 
0.802 
0.886 
0.886 

(0.981) 


0.152 

0.226^ 

0.187 
(0.197) 

0.217 

0.149 

0.132 

0.198* 

0.137 
(0.132) 

0.195 

0.213 

0.277 

0.168 

0.160 

0.175 
(0.174) 


Dispersion^ 

y * 


0.87 
3.31 
(3.37) 


0.031 
0.206 


0.082 
0.889 
(0.903) 


0.037 
0.181 
(0.181) 



t. For the preci&e year covered for each country, see table 4. 

2. The population covered differs slightly across countries, dependinu on the initial aue uf compulsory 
education and on the length of the ucondary school system. Thus in one case th«* demog.aphic ratio 
may cover all children aged .S tn 17 and in another those aged 7 tn I S I or details see Annex. 

3. OMH for Australia if the private sector is included. 

4. Includes capital costs. 

5. Measured by standard deviation. 

6. Geometric mean. 

Note: The Vst column equals the product of the next three columns multiplied by 100. Figures in brackets 
for Canada. Japan and ^4*ie United States cover total (public and private) current educational ex* 
pendiiures. 
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be reached in very rich societies (or that some absolute minima exist in 
very poor ones), 

ii) Higher Education 

The picture for higher education is very different and little uniformity 
can be found among countries. The overall share of output devoted to Uiis 
field is close to one per cent but the dispersion around the mean is much 
larser with ratios to GDP varying from U percent in North America and 
the Netherlands to less than J per cent in France and Italy. Demographic 
variations are not very important in explaining such differences, but enrol- 
ment ratios show wide dispaiities. Such ratios are not strictly cc^mparable 
between countries, partly because the length of degree courses varies^ and 
partly because of purely statistical quirks like double counting of students 
enrolled in more than one institution. As they stand, the figures go from 
peaks of 40 per cent in North America to lows of 10 to 15 per cent in 
Austria and Switzerland, The differences in higher education budgets as a 
share of GDP between these two sets of countries are more than accounted 
for by such disparities. Not surprisingly, variations in cost ratios are also 
large, ^ The greatest differences are within the European Community, On 
the one hand are the high cost British and German systems (but also 
Swiss), in which student numbers are low. and teacher/ student ratios high. 
On the other hand arc the French and Italian systems in which there is no 
limitation to the number of entrants who hold a secondary school leaving 
certificate, and whose teaching methods are less labour-intensive. 

The different emphasis >vhich countries place on higher relative to 
lower levels of education may be >vorlh noting. Taking countries with 
roughly similar lengths of degree courses, Australia and the United States 
devote over 25 per cent of total current expenditure to higher education. 
At the other end of the spectrum are Finland and Italy, with figures of 
roughly 10 per cent. In terms of costs per student, the Scandinavian coun- 
tries have tended to direct attention to lower levels of education relative 
10 the other countries in the sample, while in Britain, Switzerland and 
possibiv Germany (where the "cost ratio" figures are less- reliable), the 
opposite seems to have been the case. 



THF GROWTH OF CURRFNT EXPENDITURES 

In the previous section emphasis has been placed upon the relation 
between the size of education t^udgets and gross domestic product. While 
this gi\ ^s a better chance to place the expenditure patterns and the different 
elements of cost in perspective across countries, it gives no indication as to 



i I'nlikc for primary and secondary education. Tabic 6 presents roughly com- 
parable figures for demographic factors (I.e. a four year age span). Hence, if degree 
courses stretch normally over. say. fi ,c years, the enrolment ratios here calculated will be 
artificially swollen. 

To some extent inier-counlry disparities may rcRect differences in the coverage 
of research expenditure. 
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TaBle6. PUBLIC CURRENT-EXPENDITURE, EARLY 1970s' 
HIGHER EDUCATION 





Per cent 


Contributing facto 


s '. 


slr^re in 
'* trend " 
GDP 


Demo- 
graphic 
ratio ^ 


HnroN 

mcnt 

ratio 


Cost 
ratio 




0.94 


0.069 


0.224 






0.5S 


0.071 


0.141 


U . J /o 




0.70 


0.060 


0.217 


U.J JO 




1 .44 


0.070 


0.351 


0.629 




(1.95) 






(0.797) 




0.64 


0.092 


0.153 


0.454 




0.44 


0.065 


0.272 


0.249 




0.85 


0.054 


0.169 


0.940 




0.48^ 


. 0.058 


0.198 


0.4173 




0.34 


0.074 


0.055 


0.824 


(0.59) 




(0.230) 


(0.346) 




1.43 


0.069 


0.??6 


0.916 




0.69 


0.062 


0.1 


0.524 




1.13 


0.061 


0.251 


0.737 




0.87 


0.060 


0.120 


1.197 


Unilcd Kingdom 


. 0.98 


0.057 


0.161 


1.071 




1.46 


0.073 


V 0.3iiS 


0.562 




(2.25) 




(0.471) 


(0.653) 




0.35 
0.79 
(0.86) 


0.009 
0.066 


0.078 
0.190 
(0.213) 


,0.252 • 
0.635 
(0.615) 



1. For the preciie year covered for each country, lee l able 4. 

2. The demographic raiio applies lo ihe populacion in a four-year age-span going from the last year of 
secondary educacion (e.g. if the taller stops at age 18, Ihe group covered here will be Ihe popMlalion 
aged For details see Anne*«. 

3. Includes capital costs. 

4. Measured by standard deviation. 
5 Citr»metric mean 

l^'oif : The first column equals Ihe produci of the ne»l three columns multiplied by l()0 Figures in brackets 
for Canada, Japan, and Ihe United States cover total (public and private) currcr t educatio.ial ex- 
penditures. 



the reasons for the growth of education expenditure over time. Tables 7 
and 8 provide a breakdown of the main contributing factors to the great 
expansion recorded in the 1960s.' This analysis will follow the approach 
already used so far (i.e. consider the contributions made by demographic 
factors, changing enrolment ratios and increasing costs per student), but 
wi!» in addition divide this last factor into its price and "real" com- 
ponents.^ >. 

In assessing the impact of changing prices on educational expenditures, 
it is important to choose an appropriate deflator. As is well known, public 



1. Difficulties in obtaining data restrict the period of observation from 1963 (the 
first year for which consistent figures could be assembled) to the early 1970s. 

2. The Annex provides a set of figures which subdivides the increase in expenditure 
in terms ofannual percentage changes rather than changes in GDP shares. 
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expenditure is measured by the cost of inputs which makes it impossible 
to measure productivity increases/ This, ir turn, means that the price 
.ndex for The government sector tends to rise faster than that for the 
private sector, as civii servants wages must more or less keep pace, in the 
longer run, v/ith those in the rest of ihe economy if the size and quality 
of the public sector labour force is to be maintained. 

Education deflators art not always available and in a number of cases 
the public consumption deflator had to be used as a proxy, A priori, it 
would be anticipated that the use of the public consumption deflator would 
underestimate the rise in prices in the education sccior because education 
tends to be more labour intensive than other forms of government expen- 
diture. However, this does not always appear to be the case. In 2 of the 
6 countries for which education deflators", or some assessment of the rise 
in teachers salaries, could be made, the education deflator grew more 
slowly than that for total public expenditure and in three more it rose at 
roughly similar speed. Only in the Netherlands wab the increase more 
rapid. Since, in any case, these various differences were not very large,^ it 
was felt that the public consumption deflator could be taken as a reasonable 
proxy for the rise in .the price of educational services in those countries 
where the sectoral deflator was not available.^ 

i) Demographic Trends and Enrolm^t^nt Ratios 

The growth of student numbers was impressive over the last decade 
and so was that of enrolment ratios. Some figures for a wider sample of 
countries are shown in Table 9, As can be seen, developments differed 
depending on educational levels. An important feature of demographic 
patterns since 1945 was the early post-war increase in birth rates. The 
ensuing population "bulge" initially put pressure on educational facilities 
at the compulsory levels which expai.ded considerably during the 1950s, 
By the end of the 1950s and early 1960s this group of students began to 
move into the upper secondary schools and then into post-secondary insti- 
tutions. The major impact in non-compulsory secondary education was felt 
at the turn of the 1950s, and in post-secondary education in the mid- 
l9W)s, In the area as a whole, therefore, the number of school children 
rose only by some 2 per cent per annum over the past decade. For the 
15 countries considered in greater detail in Table 7, demogiaphic trends 
during the 1960s have tended to be negative after the peak of the popu- 
latio- bulge had been passed. Since enrolment ratios rose, on average, 
by less than 10 per cent, the share of output devoted to primary and 
secondary education rose only little on account of the increasing number 
of pupils. 



1. Belgium and Cicrmany make some allowance for rising produciiviiy but these are 
necessarily arbiirary. 

2. For detail sec ihc Annex. 

3. Wiih ihc possible exception of Ciinada for which there arc indications thai the 
rise in teachers' salaries was considerably above that of other public servants. 
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Table 7. CHANGES IN PUBLIC EXPENDITURE - 1963 TO EARLY 1970s^ 
PRIMARY AND SECONDARY EDUCATION 
Ratio of end-year to initial year"^ 







Due to : 




Per cent 
share in 


Demo- 
graphic 
changes 


Enrol- 
ment 
changes 




Of which : 




*' trend " 
GDP 


Cost 


Relative 
prices , 


Real 
relative 
inputs 


Australia 

Aurtria 

Belgium 

Canada 

Finland 

France' 

Germany 

Italy 

Japan 

Netherlands 

Sweden 

Switzerland 

United Kingdom .. 
United States 


1.522 
1.505 
1.212 
1.743 
1.060. 
1.202 
1.500 
1 .022* 
0.885 
1.521 
1.205 
1.344 
1.206 
-I.I57 
' 1.284 


0.988 

1.081 

1.035 
• ' 1.042 

0.874 

0.950 
' 1.132 

0.991 

0.764 

0.916 

0.930 

0.846 . 

1.003 ' 

1.037 

0.965 


1.109 

1.120 

1.070 

1.082 

1.169 

J .089- 

1.072 

1.088 

1.029 

1.123 

1.108 

1.174 . 

1.096 

1.109. 

1.059 


1.388 
1.243 
1.095 
1.546 
J .037 
1.161 
1.233 
0.949* 
1.125 
1.479 
1.168 
, 1.351 
1.093 
1.007 
1.256 


1 .219 
1.278 
1.124 
1.208 
1.141 
l.jOl 
1.243 
1.182 
1.325 
1.464 
1.040 
1.192 
1.086 
1,080 
1.132 


1 .139 
0.973 
0.974 
1.280 
0.907 
1.055 
0.992 
0.803* 
0.849 
1.010 
1.123 
. 1.133 
I.0I2 
0,932 
1.110. 


' Average* 

Contribution to 
total change (%) .... 


0.222 
1.272 


0.092 
0.966 

14.5 


0.037 
1.099 

39.3 


0.167 
1.198 

75.2 


0.106 
1.183 

70.2 


0.120 
1.012 

6.2 



\. For the precise year CLivered for each cwunlry in the early 1*^70*. see Table 4. 

2. The change over the perind hus been put on to a common 8-year basi* so as to racililale crosvcounlry com- 
partions. 

3, Mini&try of [iducalton expenditure* only, 
il. Include* capital coil*. 

5. Measured by standard deviation 

6, Cieomctric mean. 

Note: The first column equals the product of ihe neHt three columns. ' 



The opposite was the case for higher education. In addition to the 
demographic changes already mentioned, there was a dramatic increase in 
enrolment for practically all the countries shown in Table 8 as well as for 
njosi other Member countries. On average, the annual growth rate of 
university and other higher level students was of the order of 81 per cent 
' per annum in the 1960s with peaks of 10 to II per cent in Belgium. 
• .> Canada. France and Sweden. Several underlying factors may have con- 
tributed to this rise. Apart from a change in social aspirations, the most 
important one would appear to have been the rapid rise in incomes over 
the post-war period. On the demand side, this allowed parents to forego 
the earnings of their children for longer periods and to support them 
financially by paying tuition fees and maintenance allowances. On the 
supply side, higher tax revenues provided governments with the resources 
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to increase the number of student places, while student support was in- 
creased in an effort to improve access. !n a number of countries a further 
farctor may have been changes in the educational system itself which made 
it more attractive to students who found it easier to complete their training. 
More flexible education structures at the secondary level facilitated switching 
between the vocational/ technical streams (directed towards, the labour 
market) and the general/ academic streams (direaed towards further educa- 
tion) and helped to prevent students reaching a **dead end" in their 
educational career. In addition, short cycle ncTn-university courses were 
introduced, which accepted students without ihe school leaving requirements 
of universities, and universities themselves adopted a more generous attitude 
in providing places for students with vocationai/technicai school leaving 
certificates. Finally, economic factors like wage differentials between holders 
of higher degrees and less qualified workers may have made a further 
contribution. In Europe, such differentials existed already prior to the 
recent very rapid e.xpansion, but in North America part of the sharp 
increase in enrolment rates in the late 1950s and early 1960s and the sub- 
sequent slow growth are attributable to youths responding to the^ relative 
rise ill the wage differential in the 1950s and early 19()0s and the relative 
decline in the late I9(i0s. 

ii) Price Changes and Real Inputs per Student 

Total costs per student rose rapidly o\er this period, but related to 
per capita GDP their increase is not striking. At the primary and secondary 
level, there was an increase of some 20 pt'" cent but at higher education 
levels relative cost ratios fell by 5 per cent There is little evidence for an 
inverse relationship between unit costs and enrolment ratios for the school- 
age populatFon, but there is some such relationship at university level. Thus 
countries in which higher education expanded most rapidly (Australia, 
France, Italy or Norway) witnessed above av erage falls in their total inputs 
per student. Conversely /the Netherlands and Austria in which enrolment 
ratios ros^ more modera^lely, witnessed stable or rising cost ratios. This 
would suggest the existence of a "trade-off" between the universality of 
higher education arid its 'Equality**. 

The most important element in these changes in inputs per student has 
been the behaviour of prices. The contribution made by price changes is 
shown in the fifth column of Tables 7 and and is expressed in terms of 
the rise in the public consumption (or education deflator), relative to the 
evolution of the GDP deflator.^ The figures differ quite widely across 
countries wi»h Norway at one extreme showing hardly any relative price 
increase and Austria, Japan and the Netherlands, on the other hand, 
recording relative increases over the period a.; a whole of the order of 



1, The figures arc the same for both levels of education since separate deflators 
were not available. 

2. I.e. ihc 1.22 figure sho\sn for Australia shows ihaL over ihc period, prices in 
Ihc education sector rose 22 per cent more rapidly than in the economy as a whole. 
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Table 8. CHANGES IN PUBLIC EXPENDITURE - 1963 TO EARLY 1970s* 
HIGHER EDUCATION 
Ratio of end-year to Initial yea/i^ 











Due to : 








Per cent 
share in 


Demo- 
graphic 
changes 


Enrol- 
ment 
changes 




Of which : 




*• trend ** 
GDP 


Cost 
changes 


Relative 
prices 


Real 
relative 
inputs 


Australia 

Belgium 

Canada 

Finland 

France^ 

Germany , 

lUly 

Japan 

Netherlands 

Norway 

Sweden 

Switzerland 

United Kingdooi ... 
United States 


1.759 
1.824 
1.952 
3.975 
1.725 
1.482 
1.239 
1.904* 
0.817 
2.238 
1.664 
1.787 
1.862 
^ 1.758 
1.706 


1. 113 
1.105 
1.180 
1.316 
1.459 
1.220 
0.978 
1.028 
0.960 
1.2^3 
1.016 
1.082 
0.923 
1.032 
1 .203 


2.105 
1.265 
1.794 
1.617 
1.273 
1.843 
1.510 
2.132 
1.476 
1.289 
2.093 
1.711 
1.603 
1.757 
1.599 


0.751 

1.305 

0.921 

1.868 

0.928 

0.659 

0.839 

0.868* 

0.576 

1.37J 

0.783 

0.966 

1.258 

0.969 

0.886 


1 .219 
1.278 
1.124 
1.207 
1.143 
1.101 
1.243 
1.182 
1.325 
1.464 
1.040 
1.192 
1.086 
1.080 
1.132 


0.616 
1 .025 
0,819 
1.547 
0,812 
0.599 
0.675 
0.734* 
0.435 
0.938 
.0.753 
0.810 
1.158 
0.897 
0.783 


Dispersion 3 

Average* 

Contribution to 
total change {%) 


0. 651 

1. *?54 


OvI43 
1.116 

20.1 . 


0.280 
1.648 

88.4 


0.319 
0.953 

-8.6 


0.106 
1.183 

30.5 


0.255 
0.806 

-39.1 



J. hor the prcci»e year covered fnr each country in the early I*)7()5. <tee Fable 4, 

2. The change over the period has been put on jo a comm.in s-yerfV basis so as to facilitdle cri)Ss-counlr>' cPm- 
pari&on^. 

.V Ministry of Education expenditures only. 

4, IncfCides capital costs 

5. Measured by standard deviation 
6 Cieometric mean 

Nutf : The first column equals the product of the next three columns 



30 to AO per cent. The development of teachers* salaries relative to other 
wages and salaries is one reason for these disparities. Another one may<Tbe 
linked to the different conventions countries follow in compiling their 
national accounts statistics.^ 

The last columns in the two tables show the change in relative real" 
inputs per student over the period. These figures represent residuals after 
the growth of prices and enrolments have been taken into account. To the 



M. Conventions for deflating inputs vary widely across countries. Four different 
methods were applied in the I96()s to measure "real output" in the education sector 
in eleven OH.CD countries; sec T.P. Hill. The Measurement of Real Product, OHCD 
I97I. pp. 50-1. 
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Table 9. GROWTH RATES IN FULL-TIME STUDENT-ENROLMENT 

1960 to 1970^ 

Average annual percentage changes 







Primary and 








Secondary 


Higher education 


* 




education 




Australia 


(J961-.72) 


2.4 


9.5 = 






3.2 


4.8 


Belgium 


(1960-69) 


2.9 


10.9 


Canada 




3. -3 


11.3 


Denmark 


( 1 Vo3-Si) 


U.J 


tt t 

0 . 1 


Finland^ 


(1960-73) 


0.1 , 


6.8 


France- .., 




1 .5 


' 11.2 


Qermany ^> 


(1960-71) 


3.1 


8.0 


Ireland 


(1965-72) 


2.6 


4.7 


Ualy 




:.9 


9.6 


Japan 




-1.6 


9.0 


Netherlands 


(1960-71) 


1.3 


7.2 


Norway 


(1960-71) 


1.1 




Portugal 


(1960-71) 


2.6 


' ■ 8.1 


Spain 




5.1 


9.4 






. 0.7* 


10.0 = 


Switzerland 


(1961-69) 


1.6'. 


7.1 


Turkey 




6.6 


9.6 


United Kingdom 


(1965-70) 


-2.3 


8.4 


United States 


(1960-71) 


1 .9 


7.5 


Dispersion* 




1.7 . 


1.8 


Average* 




2 2 


8,5 


Average EEC* .. 




2.1 


8,5 



1. Unless nther\vise Liated 

2. IMN) to 1972, universitv Mutlents t^nly 
.V Include* p4rl-lime studenls. 

A ■ tu I97.V 

5. Measured by standard deviation 

6 Arithmeiic mean 

Sourvr . OllCl^. KUuialinnul SlJliMti s Yfurhnt'k. l'*74.Vt)l || 



extent that any. of these elements arc in error, they will bias the figure 
for "real" growth as well. As they stand, results show that **real" inputs 
remained virtually stable in primary and secondary education, but. fell 
quite sharply alrtiost everywhere at higher levels. It must, of course, bc^. 
remembered that these figures are relative to GDP per capita. For resource 
allocation purposes such results are probably the relevant ones. But, in 
terms of the quality of educational output, it may be more appropriate to 
look at changes in the absolute figures. These suggest some improvement at 
school levels ^eal inputs per pupil rose by some 4J percent per annum 
between 1963 and the early 1970s), but very little for higher education^ 



1 . For further detail, sec Annex. 
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These figures need, however^ some further qualification since they may 
reflect not only improvements in quality but also shifts in enrolment 
tojvards more expensive forms of education (e.g. upper secondary or post- 
graduate). The bulk of any real improvement which has t^ken place, is 
likely to have come from the increase in teaching and support staff. The 
extent of this increase is difficult to assess. Some indic^ion is given by 
looking at teacher/pupil ratios although such statistics are considered poor 
indicators of the level of teaching resources,' The available data indicate 
that the number of teachers per student in primary and secondary educa::.^ 
tion increased over^the period and that pupil-teacher ratios fell by perhaps 
per cent. In higher education the trends are quite different and pupil- 
teacher ratios have declined only slowly, or have risen in some cases. Such 
developments have been njoSt marked in those countries where enrolments 
have jrisen most rapidly and provide further evidence of some inverse 
relationship be'twecn the growth of per student costs and the rise in student 
number^. 



CAPITAL FORMATION 



The improvemeftt in "real" teaching inputs, at least at the primary 
and sccppdary levels went hand in hand with increases in non-labour inputs, 
it is not possible to prtivide as complete, a picture for this aspect of edu- 
cational expenditure. The data tend to be poor ah\l, in many pases, cannot 
be broken down ^y^level. More iipportantly, what would »be required to 
assess* inputs are the services of . the capital, stock in the ediy»tion sector 
rather than the investment flows which are open to variation from one. 
year to another -dependipg upon budgetary decisions and timing. Invest- 
ment in education can only- serve as a very rough indicator for the supjjly 
of capital service*^. ^ , 

Nonethclessr in terms of government financing, and of the growth of 
education^ expenditure, investment flows are of some importance: Hence, 
the few .available figures are presented in Table 10. Capital expenditures 
tend to be on balance approximately 20 per cent of total expenditure ,on^ 
education and 1 per cent of GDP for the countries studied. It is difficult 
from the data at hand to discern apparent trends in the growth rates, as 
only one year has been taken and expenditures may be higher or lower 
than the trend due to timing and lumpiness in irvvestment. Nonetheless, 
» there would appear to be some tendency over tin-ie for capital expenditures 
in primary and secondary education to remain stable or decline slightly 



I . The main reasons usually given are (/) the ratios ignore increases in. adminis- 
trative staff which may indirectly improve the education provided; {it) rises in teacher- 
pupil ratios may not have meant a decline in average class size, but may have been- 
Iranslated into a reduction in required teaching loads gmng teachers greater time for 
class preparation and student supnort; (m) such ratios do not take account of the 
probable improvement in the auaiity of teaching as more highly qualified staff become 
available and new education^tpiniques are introdiiced. 
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T'lble 10. PUBLIC CAPITAL EXPENDITURE. 1963 AND EARLY 1970s^ 
Perceniuge shares in " trend*' GDP 



Australia 

Austria 

Belgium 

^Canada 

Finland 

France 

Germany 

Japan 

Norway 

Sweden 

Switzerland 

United Kingdom 
United States 

Average^-/ 



Primary and 
secondary education 



1963 



Early 

1970s 



0.41 


0.54 


0.19 




0.94 




0.38 


0.28 


0.06 


0.73 


0.73 


0.33 


1.25 


0.52 


0.13 


0.16 


0.23 


0.17 


0.61 


0.78 


0.25 


0.79 


0.90 


0.02 


0.94 


0.91 


0.10 


0.83 


0.78 


0.07 


0.62 


0.94 


0.1 1 


0.80 


0.96 


0.21 


0.62 


0.47 


0.24 


0.68 


0.68* 


0.16 



Higher education 



1963 



Early 
1970s 



0.28 
0.18 
0.17 
0.51 
0.12 
0.09 
0.38 
0.11 
0.06 
0.46 
0.27 
0.23 
0.25 



0.25* 



Total ^ 



1963 



0.60 
0.56 
0.44 
1.06 
1.38 
0.43 
0.85 
0.81 
!.04 
0.95 
0.73 
1.10 
0.86 



0.83 



Early 
1970s 



0.82 
1.14 
0.45 
1.24 
0.73 
0.33 
1.17 
1.01 
0.97 
L25 
1.22 
1.26 
0.72 



0.95 



Grov^th of tot 
expeitditure 
1963 (o earty 19 
( \verage annul 
percentage chanj 



Current 
prices 



13.5 
18.0 

9.8 
11.6 

5.5 

7,6 
13.1 
19.5 

8.9 
.12,3 

0.2 
5.7 



11.8 



1. For ihe precise year in the early 1970 covered for eich country, see Table 4. deflator for investment in education) and Japan (where the residentit 

.May include some expenditure not allocated by level. »>on deRalor had !o be used). 

}. Current price figures vvere deflated jwith the help of the Implicit national Arithmetic mean, 

accounts deflator for * "Other construction", except for Belgium (which has a 5. Excluding Austria. 
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Tabic II Sr.L.fiCTED ITFMS OF PUBLIC E XPENDITURE 
ON [-DUC ATION IN THE OECD AREA 





I EVbl.S - EARl V 197()s 
In r-.-r cent " trend'' GDP 




EE 
GDP 


Demo- 
graphic 
ratio 


Enrol- 
ment 
ratio 


Cost 
ratio 


Primary and secondary education 
( 1 5 countries) 


3.31 


0.21 


0.89 


0.18 


Higher education 


0-.79 


0.07 


0.19 


0.64 


Capital expenditure 


(0.95) 










CHANGES - 1963 TO FARLY 19705 
Ratio of end-year tr initial year 




GDP 


Demo- 
graphic 
ratio 


Enrol- 
ment 
ratio 


Cost ' 
ratio 


Primary and secondary education 


1.22 
1.75 


0.97 
1.12 


1.10 
1.65 


1.20 
/ 0.95 


Capital expenditure 


(1.12) 










CONTRIBUTIONS - 1963 TO EARLY 1970s' 
In per cent of'^ trend'' GDP 




EE 


Demo- 
graphic 
ratio 


Enrol- 
ment 
ratio 


Cost 
ratio 


Primary and secondary education 
Higher education 


0.71 
0.34 


-0.10 
0.07 


0.28 
0.30 


0.53 
-0.03 


Capital expenditure 


0.12 








TOTAI 


(1.17) 


-0.03 


0.58 


0.50 = 



). Coniribution of change in dcicrminant ii» change in raiio lo CiDlV 

2. Of which: l».5'> Juc lo price changes and -0 O'^ lo " real inpn ' changes 



as a proportion of tola! education expenditure 'and to rise in higher educa- 
tion. This pattern could be expected. The rapid increase in the number of 
school age children during the 1960s began, to taper off in the second half 
of the decade, thus requiring less expansion of physical facilities. In con- 
trast, the expansion of higher education accelerated towards the end of the 
period, reflecting the general rise in enrolment ratios. There are, under- 
standably, considerable lags in the impact of increased number of students,, 
pressures rising tor expansion only some time after student numbers rise 
and ihe amount of facilities becomes clearly inadequate. 
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A summary picture of the discussion >f this chapter is presented in 
Tabic 11 which assembles only figures fc* OECD averages. Neither all 
expenditure flows nor all countries are o. ^'rred, but a broad imprtssion 
of very aggregate trends can be glearie; The main points can be 
summarised as follows: 

/) Primary and secondary education .q^resents the bulk of education 
expenditure in the area, largely on account of the number of 
pupils it covers; higher education is imparted to a much smaller 
proportion of the area's population (less than U per cent), but 
costs per student are perceptibly higher; 

//) Through time, the largest increase, in percentage terms, has come 
from higher education whose share in total expenditure has risen 
from less than 15 to some 20 per cent of the total; 

/7/) Costs per student, relative to GDP per capita, have risen 
moderately in primary and secondary education and fallen in 
higher education; "real*' inputs, however, have either remained 
stable or fallen sharply; 

iv) Very broadly, of the I per cent increase in the share of GDP of 
education expenditure here subdivided, 10 per cent is due to rising 
capital inputs. The remainder can be entirely attributed to two 
factors whose weights are roughly equal — the increase in student 
numbers (especially at the higher level), and the rise in the relative 
ptic^ of education. 
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EXPENDITURE AND ACHIEVEMENTS 



The previous chapter described the growth of the education system 
during tlie rl960s and ^rly 1970s in very broad and general terms. How- 
ever, the analysis was in many ways " mechanical " for it neither explained 
the underlying reasons for this expansion nor assessed whether increasing 
inputs had been reflected in higher "outputs". In theory, any survey of 
past efforts should try to see to what extent higher expenditures produced 
measurable results and/ or fulfilled the objectives which had been set. In 
practice, however, this is not possible because neither results nor objectives 
can be defined at all dearly. The following discussion will review these, 
two issues in turn but will.be unable to come to any very definite con- 
clusions. 



THE "OUTPUT" OF EDUCATION 

Measuring the " output " of a service such as education is, for well- 
known reasons, a practically impossible task. According to national 
accounting conventions," the value of public sector output is jrneasured^ by 
the value of inputs. This, however, has always b^ra considered a second- 
best result, I'or without a better indication of the value of the different 
^rvices provided by the government, it has been difficult for decision 
makers to know whether the mix and the overall quantity of such services 
were in line with society's demands. An alternative approach has em- 
phasized the valuation the market puts on the earnings of graduates of the 
educational system. This approach has given rise to a whole body of 
literature which has stressed the private benefits obtainable from study, the 
creation of "hunr.an capital", the relationship between education and 
economic growth, etc. But, whatever one's view on the value of such 
theoretical frameworks, it wouM seem ^hat any measurement of the "out- 
put" of education should go I »eyond assessing the purely monetary 
"reward" which even a perfectly competitive market might ascribe to either 
teachers or graduates.' 



I. The results of education can also be assessed in terms of a number of 
pedagogical criteria, but it would seem that such an approach goes well beyond the 
scope of this paper. 
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Rather than starting, therefore, with the salaries of teachers (broadly 
the main component of the input method), or with the salaries of graduates 
(the basis of the human capital approach), a more satisfactory alternative 
would be to try and assess tne effects of educational spending in terms of 
some "educational attainment indicators" which would show whether 
increasing expenditures have had an impact on individuals' educational 
standards. Though work at the OECD and in other international organisa- 
tions is proceeding on the whole field of social indicators, no fully fledged 
list can as yet be considered operational and only a few proxies can be 
suggested here. One possible measure could be the increase in the number 
of graduates. Naturally, such a criterion is not devoid of difficulties and 
ambiguities. It is clear that, if inadequate account is taken of other inputs 
into the educational system (e.g. changes in teaching methods, new curricula, 
more or better physical facilities), increasing enrolment ratios could well be 
meaningless or even indicate a deterioration in educational standards. Never- 
theless, in the light of the preceding chapter's discussion, it would seem 
that, broadly, over the last decade, quantitative progress of this nature was 
achieved. Enrolment ratios have risen dramatically in all countries and the 
average length and level of schooling has gradually increased. In addition, 
there has been some absolute (though, .not relative) rise in **real inputs" 
per student. These increased expenditures may have reflected improved 
academic standards oi the teaching staff and better physicarfadlities. 
Coupled with new' curricula and teaching methods, such changes are likely 
to have improved the quality of education, at least at the primary and 
secondary levels (which cover 90 per cent of the_student population). 

Trying to account for qualitative rather than solely quantitative 
improvements in education poses greater difficulties. A possible indicator of 
the effects of educational expenditure over this period could be movements 
in illiteracy rates. As shown in Tabic 12, however, in most countries of the 
area literacy for the great bulk of the population had already been achieved 
by the 1950s if not earlier. A further measure which could in theory im- 
prove on the purely quantitative achievement of higher enrolment ratios 
would be an indicator of the type of qualificatidn and degrees obtained by 
students. But quite apart from the difficulties involvedin the collection of 
such data, continuous changes in curricula and I he very different standards 
enforced across countries would throw' doubt^pn both inter-tcmporal and 
inter-country comparisons. '^h 

It is clear, in any case, that these \v\d\QSi\.^^'^^if^J^^ intermediate and 
imperfect measures of the achievements of e/ucation. A more appropriate 
assessment would try to evaluate the effects of educational spending in 
terms of the aims which governments have set themselves. One such aim. 
must, of -course, have been an increasing supply of better quality education 
open to as large a number of students as possible. In the light of the 
preceding discussion it could be argued that the rise in educational expen- 
diture has corresponded to this particular form of government concern. Bui 
it is unlikely that this was the only, or even the main, objective of public 
policies in the education field. A variety of other goals has frequently been 
put forward whenever the issue has been debated. They will be briefly 
reviewed in the followiL./^ paragraphs. 
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Table 12. ILLITERACY IN SELECTED OECD COUNTRIES 
Percentage of population aged 10 and over^ 





In the vicinity of : 




1910 


1930 


1950 


1970 




13.4 


7.8 


5.9 






(6.4) 


4.3 








11.9 


5.3 


3.3 


15.6 




59.7 


40.9 


25.9 


Italy 


37.2 


21.6 


14.1^ 






68.9 


60.2 


(47.0) 


(sis) 




52.0 


31.9 


(17.3) 


United Slates 


7.7 


4.3 


3.2 


1.0 



1. ^ Unless otherwise stated. 

2. Percentage of population aged 1 5 and over. 

3. Percentage of population aged « and over until 1*^30. aged 15 and over since then. 

Sources: UNESCO. Proxress of Literacy in Various Countries, 1953 and Statistical Yearbook 1963, vi 
national statistical yearbooks. 



^THE GOALS OF EDUCATION 

.A distinction should be drawn at the outset between the social and the 
private goals of education. The latter are fairly easy to recognise and 
reflect individuals' desires to improve their knowledge and incomes. To a 
large extent the growth in the size of the public sector must have been 
induced by such private motivations. Yet, the decision of the State to 
supplement or replace by a public service what the market would have 
supplied in terms of education* has clearly gone 'beyond the simple response 
to a private need. It has presumably reflected the idea that countries could 
reap further "external** benefits from widespread education. Thus, it can 
be argued that when an individual obtains education, this not only increases 
his earning power but also confers an external benefit on society on the 
assumption that the country's cultural levels will be higher, or even that 
the social order will be, maintained. Moreover* government control over 
education also ensures some common standards in teaching and makes it 
easier tc ensure equality of opportunity. It is the presence of such 
** externalities** which is presumably the main justification for government 
to supply more educational services than the private sector would demand 
if it were charged the full cost on an individual basis. 

However, a definition of such "external** goals is not very easy in 
practice since private and social objectives are frequently interpiingled. In 
addition, any survey of the goals of education for as wide a sample of 
countries as here considered cannot hope to be either precise or all- 
embracing and will, by necessity, have to remain somewhat superficial, ^ach 
country has had particular reasons for increasing expenditure in certain 
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areas and a full analysis would require a dose study of the historical^and 
political context in which these decisions were made. This is not possible 
in a document of this nature. It may, moreoever. not be very rewarding 
because few countries have clearly defined what their objectives have been J 
Nonetheless, in retrospect, it would appear that the debate over education 
during the 1960s in many OECD countries had some similarities. It is 
possible to distinguish a certain number of "goal areas" which, to a 
greater or lesser extent, motivated governments to expand education. But 
it is necessary to emphasize that considerations of this kind are not inter- 
nationally comparable. There is no objective way of assessing the goals of 
the education system in one country, let alone in all the countries covered 
in this report. Three objectives will be discussed below which appear to be 
broadly representative of those that governments have taken into account 
when making decisions in this area in the past: 

0 Transmission of cultural values; 

//) More rapid economic :^rowth; 

Hi) Economic and social equality. 

i 

i) Transmission of Cultural Values 

To a large extent the transmission of information and cultural values 
can be considered a private benefit. In this context, education provides 
possibilities for personal development and broadened interests by giving 
individuals access to the accumulated knowledge and cultural heritage of 
their societies. In addition, tor some people, education is felt to be a 
rewarding experience or, at least, more enjoyable than working. While these 
are certainly private benefits, there are also in::portant social considerations. 
Indeed, perhaps one of the original aims of mass education was to ensure 
that all members of society could participate as citizens in a complex social 
environment. Moreover, education can improve »he cohesion of society 
by imparting a common language and cuhure and establishing patterns of 
behaviour consistent with democratic standards. In some countries it has 
been felt that education could also contribute to maintaining a certain 
pluralism in society, by allowing choices between various types of schools 
(in function of. for instance religious, institutional or regionid differences). 
Finally, considerations of national prestige may sometimes also play a role. 

ii) More Rapid Economic Growth and Improved Resource Allocation 

Rapid growth has\^been one of the more general aims of practically 
all Member countries over the last decade and it could well be argued 
that increasing education was one means "'sed to further this objective. 



I. For example, equality of educational opportunity has been suggested as one 
goal of th^ education system. This can be interpreted in various ways stretching from 
equality in terms of entrance to equality in terms of achievement. These approaches 
imply very different educatic>nal policies. 
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In this fields too> private and social returns would seem to be intertwined. 
..Higher levels of education permit an individual to undertake tasks requiring 
greater qualifications and knowledge and this is reflected in higher lifetime 
earnings — largely a private beneflt. At an aggregate level, any resulting 
increase in productivity leads to higher rates of economic growth which may 
have benefldal effects on society at large. In fact, in many countries, the 
rapid expansion of the public sector in education in the 1960s would seem 
to have reflected a belief that there had been a great underinvestment in 
the stock of skilk in the economy. This was thought to result, in part, 
from imperfections in capital markets and from uncertainty, which made 
students unable or unwilling to flnance their education, and in part from 
the general lack of student places. Thus, additional public support for 
education was warranted ~to~t>ffset these effects and ensure an increased 
supply of skilled manpower. 

A further objective of government sivport for education was based 
on the belief that the long lags involved in the education process made it 
unlikely that the correct mix of skills would be available to the economy 
at any one time. This led to efforts in manpower planning and, in some 
countries, to an emphasis upon expansion of higher education. in certain 
areas such as science. An additional objective in^the same context has been 
the. encouragement of research and development. Because of the uncertainty 
and low'^market" value of basic research and knowledge it was generally 
felt that the latter would not reach the socially optimum level in the 
absfaice. of government support. This support was directed towards higher 
ediiotiiorK institutions, partly because universities and technological institutes 
play aleading role in basic research and partly because these activities are 
often a necessary element in maintaining high intellectual standards and 
up-to-date information in teaching. 



iii) Economic Equality and Social Mobility 

Education is believed to affect economic and social equality in two 
main ways. Firstly, by increasing the amount of ** educated" manpower 
relative to ** non-educated " manpower; it should bring about a narrowing 
of wage differentials between these two groups.* Secondly^ it can lead to 
greater social mobility by increasing the "life chances" of those in lower 
socio-economic classes. Indeed, this latter consideration was probably an 
important factor in the expansion of educational expenditure over, the last 
decade. It was felt that higher levels o^f education would improve the 
probability that the intelligent child from' a lower income group would 
make best use of his or her ability. Such views were founded not only 
upon the more genera! ethical considerations regarding the need for equal 
participation in education, but also upon the belief that many children 
were prevented by structural and socio-economic factors from making their 
full potential contribution to society. 



1. Similarly, by expanding teaching in particular bottleneck sectors it could lessen 
ih* monopoly power of holders of very specific skills. 
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RESULTS 



A desire to reach these goals, amongst others, has undoubtedly been a 
motivating forcx: for increasing public expenditures in education at different 
levels at one time or another. But, whether such expenditures have been 
successful in reaching these objectives ~ or even making progress towards 
them - would seem to be an almost impossible question lo answer. For 
instance, it is unknown to what extent tBe rise in the role of the public 
sector was accompanied by^ increasing "external" benefits which the private 
sector, if left to its own devices, would have been unable to provide. Nor 
is there any objective way of assessing to what extent was progress made 
in achieving the three objectives mentioned earlier. Thus, taking the aim 
of increasing the cultural standards of the population, it can be presumed 
that more and better education should have made life in our societies 
richer", but it is impossible to go beyond such very broad judgements 
(which could in any case be confronted by similarly sweeping statements). 

A rather serious criticism, in vidw of the great emphasis placed on 
output growth during the past decade, has been the challenge to the idea 
that education influences economic developments. For a long time, it had 
been felt that differences in educational systems and efforts could be one 
important variable explaining differences in output growth rates. The best- 
known example of ah attempt at quantifying this theory was E. Denison's 
work,^ which showed, for a number of OECD countries, the " contribution " 
to growth made by education over the 1950-1962 period. The assumptions 
used in that approach are debatable, but the recent reappraisal of the whole 
issue has gone beyond such criticism. It has been argued that w./ile people 
with more education earn higher incomes and earnings, these do not 
necessarily reflect a higher productivity level obtained from their training 
and that the education system with its credentials " merely acts as a 
filter" for selecting those who have the best aptitudes for work.^ Skills 
then are earned by "on the job" training. As the number of graduates 
with credentials increases, firms upgrade their job requirements, demanding 
higher qualifications than are necessary. But the debate is not closed and 
the importance of the * credentials ' argument has been challenged on 
theoretical and empirical grounds. For example, it has been arguer^ that 
it could not be a significant long-term influence in competitive labour 
markets, such as those found in North America. In addition, studies of 
situations in which screening could not be relevant such as for self-employed 
farmers and non-market behaviour indicate that education has increased 
efficiency.^ 



1. B. Dcnison. Why Growth Rate^ Differ, Washington 1967. 

2. Sec I. Berg. Education and Jobs: The Great Training Robbery. New York 1970, 
and^^K.J. Arrow. "Higher Education as a F\\icr'\ Journal of Public Economics. July 
1973. 

3 F. Thomas Juslcr (cd.). Education, Income and Human Behavior, McGraw-Hill, 
N74: B. Chiswick. " Schooling. Screening and Income in t.. Solmon and P. Taubman 
(cds i. Does College Matter?, New York 1973. 



. /■ 

Efforts to influence the -mix of skills to bring them in line with the 
demands of the economy have not proved particularly successful cither. 
Forecasts^ of the future mix of skills have been open to wide margins of 
error. At the same time, the high substitutability of labour - even highly 
trained labour - has meant that the economy has been able to adjust 
fairly . rapidly to apparent short-run disc(iuilibria in the supply of and 
deflSnd fbr specific categories of workers, particularly by means of "on 
the job" training. It has also been suggested that there has been some 
tendency towards oversupply of educated manpower in the recent past in 
some countries. While the labour market has been able to absorb the 
increased supply, albeit with a slightly greater lag, individual returns to 
education may have declined. 

It is likely that' such more recent arguments have, perhaps exaggerated 
the absence of (or even the perverse relations between) growth and educa- 
tion, just as the earlier attempts at providing quantified estimates imay have 
resulted in simplistic conclusions. It would seem beyond doubt that, over 
time, education has contributed to economic growth and must have been 
one of the main reasons for the present gap between living standards in the 
developed and in the developing world. But its effects on growth probably 
seep through only slowly, take time to materialise and, in more recent 
years, may have been translated as much in increasing "weUare" (in the 
form of access to culture) as in increasing measured output. Thus, though 
education has certainly enhanced economic growth, it is difficult to use 
this general knowledge for the framing of policy guidelines, jiarticularly 
concerning the allocation of expenditure between various levels and types 
of education. 

On the question of the influence on social equality - an area of intense 
and unresolved debate - it appears, on the scanty evidence available, that 
achievement has fallen short of expectations and that the education systems 
have not had a great impact in raising the chances of upward mobility of 

.children in the lower income groups.Oet alone in trying to achieve some 
form of equality of result or attainment. Very limited data on participation 
rates by socio-economic classes indicate that large differences in participation 
at the secondary and higher levels of education continue to exist in nearly 
all countries. Some narrowing in the dispersion over time can be observed, 
particularly at the secondary ^hool level for those countries where enrol- 
ment rates are nearing maximum levels (e.g. the United States or France). 
For higher education more data are avmlable. It appears, on the whole. 

^ that the benefits of expenditures have gone more to the middle classes 
than to less privileged social grcfups. It is also true that inequality of access 
has been reduced in a large number of countries, especially in recent years, 
but the differences in participation rates remain striking.^ 

In retrospect such developments are perhaps not surprising. It would 
seem fairly natural that the first impact^of a large effort in higher education 



1. "tc OECD. Educational Growth. Education and Distribution of Income and 
Group Disparities in Educational Participation and Achievement, Conference on Policies 
for Educational Growth. 1971. 
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should benefit those ,social classes best prepared to make use of the ex- 
panded services. Effects on lower groups can only but come through with 
time lags. Moreover, social mobihty may well be a matter of inter- 
generational movements and can hardly be expected to increase dramatically 
after an educational effort which has lasted for less than twenty years. 
Also, the achievements of students would appear to be dominated in large 
part by factors outside the education sector, which is itself determined by 
the values of the society withm which it operates, thus limiting its effect as 
a social leveller. Finally, education is only one instrument in a wide range 
of possible government policies already in use which can influence equality 
in its different dimensions. 

Effects may have been forthcoming on wage differentials between the 
more and the less educated. Some narrowing in such differentials has been 
apparent over the longer-run, and is confirmed by cross-section data on 
earnings disparities between manual and white collar workers in under- 
developed and highly developed economies. Scattered (but hardly conclusive) 
evidence suggests Jhat this movement may have been accelerating in the 
last decade given the much larger number of university graduates who have 
entered the labour market.^ Hence at this level, some movement towards 
greater equality may have taken place. This is not to say, however, that 
household income distribution has necessarily improved nor that within 
the very broad categories here considered, differentials have necessarily 
become smaller. 

The foregoing discussion has not been very conclusive. But some mea- 
sures of agreement can perhaps be expressed on the following few points. 
Firstly, precise (or even imprecise) statements on goals and objectives (let 
alone on procedures for evaluating the efficiency of education in meeting 
such goals) are practically non-existent. Secondly, of the few objectives and 
indicators selected for treatment in this chapter, it would seem that: 

/) Increased educational expenditure had measurable results, in ex- 
tending its coverage of the population of student age and may also 
have achieved higher education standards; ; 

//) The effects of education on measured economic growth over this 
short period can hardly be verified; it can be presumed, however, 
that iheir effects on longer-run growth and on welfare are^positivej; 

iii) Little evident progress was made on the issue of social mobility, 
insofar as access to higher education has largely remained the 
prerogative of particular classes; 

iv) Some measure of economic eq^uality may have been achieved thanks 
to the very rapid and perhaps not fully digested increase in the 
number of university graduates. 

It is clear that no startling conclusion can be reached on the basis of 
tfiis limited list of results". It can perhaps be suggested that increased 



1. However, developments in this field are also influenced by many other factors, 
such as government action, trade union pressures etc. 
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educatidnal expenditure may have been more effective in enhancing purely 
private Opnefits than in achieving some of the more social goals, and 
notably equality.' But no definitive judgement can be expressed on whether 
the expansion of education was worthwhile or not. For one thing, the 
period here considered is' far too short for it to be possible to properly' 
assess education's impact on both growth and social justice. For another, 
such verdicts can only come through the political dedsion-making process. It 
is each country individually which must be left to evaluate the successes and 
failures of its public programme in this area. 



!. It may be interesting to compare some of th^se conclusions with those reached 
in the study on income maintenance expenditures (op. cit,, Ch. 3). In both cases it 
would seem that broadly defined ** democratic" objectives were more important over 
the past decade than egalitarian ** aims. In other words, the provision of a particular 
service or benefit has been extended to as large as possible a segment of the population, 
but little effort has been made to actively redistribute the provision of this service or 
benefit in favour of the less ioriunale membe'-s of society. 
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A FORWARD LOOK 



The review of the growth, of past expenditures and of its underlying 
determinants leads to the question of trends during the comiag decade. It 
IS difficult to establish a rigorous framework for projections in this field. 
The most satisfying approach would be to use a set of demand and supply 
relationships derived from past experience upon which-, estimates of expen- 
diture in the future could be based. But economics is unable\to ; oduce 
.analytical methods which can deal in a'quantitative way with the problems 
particular to public decision making. A mor:e realistic approach is to study 
government forecasts Tor future spending on education. Unfortunately, 
very few Member countries have constructed medium term plans containing 
education expenditure forecasts and, where such projections were made, 
they have often been subject to change in the face of political and economic 
requirements. . ,< 

Nevertheless, in the absence of such information, it is still possible to 
look at some of the determinants of the growth of educational expenditures 
deschbed earlier in order to assess their future importance and their likely 
impact on government spending. One way of doing this would be by extra- 
polating past trends or income elasticities. Such an approach, however, is 
very mechanical and will only be used for illustrative purposes.- It was felt 
more appropriate to follow a somewhat different methodology which, first, 
isolates those demographic (and price) influences which would appear'to be 
beyond the control of governments and then assesses the order of magnitude 
of certain policy changes that might increase, c: siow down^the growth of 
public expenditure in this area.' The aim is not to present an accurate 
projection .^f expenditure in the countries studied. Quite clearly this would 
be impossible, both because the data are inadequate and because in many 
countries education systems and policies are in constant evolution. What 
the following paragraphs will provide is a set of hypothetical scenarios for 
1985, based on a number of feasible alternative assumptions. But it should 
be stressed that the. e hypotheses need bear no relation to official thinking 

This approajh is very close to the one already developed in OECd' PuhiiC 
Expendtiure on Income Maintenance Programmes, 1976. 
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on this matter Thus, whenever possible, the theoretical results will be 
qualified "y what ^anty information is available on countries' own fore- 
casts and stated iiitentions. 

The present chapter will deal only with the " formal- education system 
New demands on education budgets stemming, for instance rom the 
Introduction or expansion of programmes like pre-pr,mary or recurren 
Education will be considered in the following chapter. The projecUons deal 
iZSy only with public expenditure' In those countr.es >" -bch 'he 
. rivate sector looms large, it is implicitly assumed that the shares oi 
Jr va te ard 'ubSc educatfo, recorded in the early 1970s will not change. 
Th s simplifying assumption may lead to some under-estimation of govern- 

. ment spe'nd?;,g if, for instance, countries ^^^^ .'-'f'^^'l: Z\Js^^^l 
n.ihlir sector Thus in the United States, it is expected that the re ati\e 
So tanS of Jri le universities may decline somewhat in the future' and 
FWand Tas announced its intention to gradually absorb heavily su^ 
sidised private sector at the secondary level into the state system On the 
oth.V hand the proportion of students attending private institutions rose 
in JapanlVough the 1960s. A continuation of such trends would dimimsh 
the future claims on the public sector. 



THE ASSUMPTIONS 



The approach follows the framework already applied in Chapur 1. In 
other words, it does not project absolute levels of expend..ure b.t GDP 
:ha s. This'avoids th. need for a forecast of 1985 'o'^' -^P;Va"rtS 
nrices - a forecast which, in present circumstances, would be part cularl> 
Scult However, it is implicitly assumed that future growth rales w,l 
not b fundamentallv different from those recorded m the pa^t. Should 
this not be the case, it could be that priorities m resource allocation migh 
change and that previous relationships between, for instance output p 
Snuf and costs per student may not hold any longer. Three arbitrary 
options we e 'used as a basis for the projections. Needless to say 
h y re^s^nt only a small portion of the possible hypotheses tnat could, 
be chosen The assumptions project changes in the three component. ratios 
oMhe shar n GDP of educational expenditure. A distinction is, how- 
c e drawn b ^een factors which could be considered outs.de the contro 
of gove nments (which affect the demographic ratio) and those wh.ch ean ^b 
intluenied by government policies (which lead to changes in the enrolment 
and cost ratios). The three assumptions arc: t ; 

Asmnwnon A r F.xpenditurcs as a percentage of GDP are prbjecled 
on thTLasis that they would only be affected by den.ographic, Uends. 
with real inputs per student rising at the same rate^^as GDP per capita. 



1. Department of Health. I.ducation and Welfare. ProMlions «/ Fdinaiionw 
Sialislicx lo' I 'V-aS. Washington 1974. ; 
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Assumption B : Expenditures are projected on the jasis that enrolment 
patios would change in addition to the changes under Assumption A; 

Assumption C: Expenditures are projected on the basis that there 
would be also some convergence between countries towards ** best 
practice** levels in costs per student in relation *o GD? per head. 

The combination of these three assumpiic. (^elt out in greater detail 
below), provides a set of results ranging, in ^'real** terms, from the Ic-st 
to the most ambitious. To assess the 1985 weight of the public education 
sector in total expenditure, a current price projection is also required and, 
therefore, an estimate of the education price deflator relative to that of 
total output. Given the wide disparities recorded over the past in countries* 
relative public consumption or education deflators, an independent forecast 
was not attempted. Hence, the projections to 1985 will assume that past 
trends in the relative deflator will continue.^ In many ways, therefore, this 
assumption is of a similar nature to that on demographic trends. It implies 
a change in the financial burden which is ** non-discretionary **, i.e. beyond 
governmert control. These various assumptions are open to discussion, 
but they did not appear unreaso,nablc within a context in which only 
rough orders of magnitude are given. 



i) Assumption A 

The first variant shows the effects of demographic changes on the share 
of education expenditure in GDP, assuming no charges in either enrolment 
or cost ratios.2 It should be noted that, under this assumption, real costs 
per student are not held constant at an absolute but at a relative level. 
Relative constancy implies th?,t, over the range of per capita incomes here 
considered, governments will tend to expand the amount of resources in 
proportion to the rise in the general level of income in society, rather than 
reaching some absolute level of teaching quality after which no expansion 
in real resources would seem .lecessary. This view docs not appear un- 
reasonable given the experience over the recent past. To be sure, the 
growth in real inputs per student at higher levels of education has been 
slower than that of the economy as a whole. But this could have been 
expected in the light of the extraordinary growth in student numbers. A 
better example is probably given by compulsory education where enrolment 
ratios were close to 100 per cent over the whole period and the rise in 
student numbers smaller. At this level of education where, in some sense, 
a certain standard * had already been reached in the early 1960s with 
full enrolment, real cos's per student continued to rise, roughly in line with 
GDP per capita. 



(. This assumption was also used in OEC!)» Expemiiture Trends in OECO Coun- 
tries, i960' i 980. 1972. 

2. Population data were taken wherever possible from latest national projections. 
In a few cases use had to be made of the, possibly outdated, figures contained in 
OF.CD. Demographic Trends J9'^0-J985 in OECD Member Countries. 1974. 
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The results of the projection under assumption A are given in Tables 
13 Qnd 14 for lower and higher education levels respectively. In real terms, 
they indicate that the effect of demographic changes on the share of expen- 
ditures in 6dP is, on average, negative. The impact is marked at the 
primary and secondary level where the effects of a slower forecast growth 
in population in many countries will be first feh. There is, of course, some 
variation between countries, particularly at the lower levels of education. 
Thus the North American countries and Finland could reduce their ex- 
penditures by roughly 1 per cent of GDP against the negligible savings 
shown for llaly, Japan, Norway or Sweden. For higher education, the 
dispersion is smaller and goes from a 0.2 per cent reduction in the GDP 
share of expenditure in the United States to a i .per cent rise in Germany. 



Table 13. PROJECTION OF EXPENDITURF. 
ON PRIMARY AND SECONDARY EDUCATION 
Percentage share: uf ** trerd** GDP 





Actual 
early 

19705^ 


Hypothetical changes 
to 1985 under : 


Variant A 


Variant B 


Variant C 




2.62 


0.20 


0.42 


1.40 




3.27 


-0.31 


-0.20 


0.46 




4.20 


-0.68 


-0.66 


-0.47 




sm 


-!.39 


-1.21 


-0.57 




4.81 


-1.01 


-1.01 


-0,69 




2.69 


-0.10 


-0.06 


0.87 




2.17 


-0.40 


-0.28 


0.06 




3.00 


-0.06 


0.81 


1.31 




2.22 


0.05 


0.05 


0.98 




3.84 


-0.53 


-0.04 , 


0.49 




3.85 


0.05 


0.14 


0.49 




4.22 


-0.03 


0.08 


0.08 




2.69 


-0.36 


0.15 


0.84 


United Kingdom 


2.86 


-0.19 


0.08 


0.90 


United Stales 


3.69 


-0.85 


♦•0.85 


-0.13 




0.87 
3.31* 


0.44 
-0.42 


0.55 
-0.23 


0.64 
0.40 



1. for exact ye»rv. i€e Table 4. 

2. Measured by standard deviation. 

3. Arithmetic mean 

4. Geometric mean. 



ii) Assumption B 

Assumption R adds the effects of higher e«irolment ratios to the chan- 
ges in expenditure resulting from d'^mographic developments. Tho choice 
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of future enrolment ratios was necessarily arbitrary given the wide variation 
in educational structures especially at the upper secondary and higher levels. 
An enrolment ratio of 97.5 per cent was chosen for primary and secondary 
education combined (as against the present 90 to 95 per cent ratios).' Given 
an average schooling period of 12 years of which 10 are compulsory (and 
for which near 100 per cent enrolment ratios can be expected), this implies 
an aycrage enrdlment ratio of 85 per; cent in the last two years.^ 

Projections for higher education were complicated by the wide inter- 
country variation in the length of studies and the range of age of university 
students. For example, whereas in the United Kingdom and Japan higher 
education normally lasts about three years and mainly concerns people in 
the 18 to 21 year age group, the length of studies in the United States can 
be much greater and cover a significant proportion of people in the age 
group 18 to 24. Beyond these structural features there have also been 
substantial past differences in the rates of growth of enrolment and enrol- 
ment ratios. Over the last decade enrolment ratios grew by 5 to 7 per cent 
per annum in countries like Austria and Finland, but by as much as 11 
per cent in Belgium, Canada or France. 

Trends over the 1960s were clearly influenced by the strong belief in the 
relation between levels of higher education and income growth, both 
aggregate and personal. This led to increased d-^mand on the part of the 
general public and greater supply of student places as, other needs being 
satisfied, governments felt able to devote more resources to this area. 
However, in recent years, there has been a marked slowdown in the growth 
of entrants into higher education in a number of countries. To some extent, 
such a development could be associated with the size in the total supply 
of graduates and with the individual return Sr they were getting. Hence, it 
could be expected that those countries with 'more extensive post-secondary 
education systems should, in theory at least, record the most marked 
decelerations in the growth of student numbers. But this is not borne out 
by the data and the situation seems to be mo-e complex. Simple regressions 
relating the growth in enrolment ratios over the last decade to the initial 
level of enrolments, the growth in GDP and demographic development: ver 
' the period have little explanatory power. Disparities in enrolment ratios 
may usl as much a function of the wide differences between countries 
in the :»ocio-cultural role of education and in the extent to which t^e edu- 
cation system is viewed as a system of social advancement, a vehicle for 
research, and a means for individual development. All these elements 
probably underline the ^ecent decline in enrolments in higher education 
experienced both in Sweden and the United Kingdom, where enrolment 
ratios were approximately 15 to 25 per cent, and in the United States artd 
Canacia where enrolment ratios vary between 35 and 45 per cent. ^ 



1. No change from present levels was assumed for Japan and the United States 
where enrolment ratios are alreatiy above 97.5 per cent. 

2. This may. however, tertd to overstate enrolment ratios in those countries which i 
place greater reliance on industrial apprenticeship schemes. 
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Hence '* mechanical" projections of enrolment ratios may not be 
appropriate. The more sophisticated methods of forecasting used in several 
individual countries have also had great difficulties in estimating enrolments 
even a few years ahead. As an alternative, ^11 enrolment ratios were raised 
by an arbitrary figui-e of 20 per cent, with a ceiling of 35 per cent J Clearly 
this approach is a simplification entailing possible errors for individual 
countries who may wish to modify the results in the light of their own 
more recent forecasts and expectations. The scanty information available 
for a number of countries suggests that, in most cases, the growth rates of 
enrolments projected over the^ 1970-1980 (or sometimes 1975-1985) time 
span are higher than the 20 per cent increase assumed here. But, not 
infrequently, such forecasts are somewhat out of date and have failed to 
take into account the more recent slowdown in the number of new entrants 
into higher education. 

The results of the projections for both levels of education show that, 
in real terms, only a small increase in overall resources would be required 
to increase enrolment ratios substantially (of the order of i per cent of 
GDP), and this, is more than offset by demographic developments. The 
situation varies considerably from lower to higher education. This reflects, 
of course, differences in the assumptions employed as well as the different 
rates of 'growth of the relevant population groups already built into 
Assumption A. For the lov/er levels of education. Assumption B implies a 
small decline in expenditure (though some increase with respect to 
Assumption A). Only Italy would have to devote some J of a per cent more 
of GDP to bring up enrolment ratios. A very small increase is implicit 
for higher education. The situation varies widely between countries depend- 
ing upon initial starting positions. At the lower end of the spectrum, is 
the United States, where the existing high enrolment ratios imply no 
expansion. In contrast, in Britain and Germany, relatively high costs per 
student and a sharp rise in student numbers lead to increases of 40 and 
50 per cent respectively. In the Netherlands, where costs per student are 
also relatively high, the projections indicate a more moderate increase re- 
flecting the slower growth of the population of university age. 



iii) Assumption C 

The hypothesis built into variant C was that of some convergence 
between countries in the costs per student relative to GDP per capita. In 
other words, it is assumed that, in those countries tn which unit costs have 
reached relatively high levels, the growth in real resources per student would 
moderate. But for those ai somewhat lower levels, there may be some 
international ^ demonstration effeci " which would lead governments to 
expand inputs at more rapid rales than in the past. The growing inter- 



1. No change was made for North America which in the early 1970s was already 
above 35 per cent. 
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national integratipn amongst all Member countries, attempts to co-<)rdinate 
curriculums and teaching methods, international exchanges of experience 
etc., are all forces which n:;ay lead in this direction,' The slower growth of 
. Students, expected in the future could free resources which had formerly- 
been fully tied up in just keeping abreast of the rapid expansioif ih student 
numbers. Thus, under Assumption C, the projections are adjusted by 
changing the cost per studen! in relation to GDP per head under the 
hypothesis that, by 1985, the difference between individual countries and 
"best practice" levels would be reduced by half. ** Best practice" levels 
were defmed arbitrarily as those levels reached in the two or three coun- 
tries with the highest "cost ratios". For primary and secondary education 
the target cost ratio was put at 0.250 of GDP per capita (or roughly the 
average level already reached by the three Scandinavian couiitries). For 
higher education "best practice" was put at the same level as GDIVper 
capita (i.e. a "cost ratio" of unity) . roughly in line with what had been 
achieved ni the early 1970s in Germany, Switzerland and the' United 
Kingdom. 

Overall, such a projection implies an increase of not quite I per cent 
of GDP (of which i per cent for the lower levels of education and 0.3 per 
cent for higher education). At the primary and secondary level, increases 
are substantial in Australia, Italy, Japan and France. In contrast. North 
."America, Belgium and Finland could still record declines in expenditure 
since not even the assumptions implied in Variant C are sufficient to offset 
the impact of demographic changes. At the higher level, further increases in 
expenditure appear for all countries (except for Japan where, however, no 
change has been assumed in the respective weights of the public and private 
sectors). The projected overall increase to 1985 is similar to the one already 
recorded between 1963 and the early 1970s with, however, this time the 
greatest Contributions coming not from enrolment changes but from real 
input increases. The plausibility of this assumption is, of course, open to 
great doubt. On the one hand, it could be argued that an increase in 
"cost ratios" may occur in reaction to the sharp fall which took place in 
the preceding decade and which may have led to an unacceptable deteriora- 
tion . in standards. Indeed, the average "cost ratio" for the sample of 
countries here covered would, under Assumption C, lie in 1985 at 85 per 
cent of GDP per capita, not far from the 1963 67 per cent level. On the 
other hand, however, the overall projections may appear high, notably in 
the light of recent trends in enrolment in higher education. 



1. As was said in a previous OECD document devoicd to trends in expenditure on 
education: ''The authorities re^onsible for educational policy, as well as public opinion, 
are taking a growing interest in international comparisons between educational systems^ 
especially as regards the percentage of national resources (or putilic expenditure) devoted 
to education. This attitude reflects a spreading anxiety to define national policies for 
educational expansion in relation to the enrolment levels attained in the other countries 
and the educational reforms and developments which are, carried out in them'*. 
(Conference on Micies for EUucationnl Growth, Background Study No. 2, STP (70)7, 
p. 2). Admittedly, however, not much statistical evidence on convergence can be 
mustered for the past dec^U.t. 



46 



48 



Public expenditure on education 



iv) Relative Prices 

So far, projections have been made in ** real" terms and no account 
has been taken of the rise in relative prices, which could be considered 
one of the elements underlying growth beyond the discretionary power of 
governments. An extrapolation of past trends could add substantially to the 
figures so far shown in Tables 13 and 14, though again results would differ 
quite markedly in line with the developments in the 1960s already men- 
tioned in Chapter 1. 

Table 14 PROJECTION OF EXPENDITURE ON HIGHER EDUCATION 
Perceni'tge shares of trend'' GDP 



Australia 

Austria 

Belgium 

Canada 

Finland 

France 

Germany 

Italy 

Japan 

Netherlands 

Norway 

Sweden 

Sw itzerland 

United Kingdom 
United States 

Dispersion^ 

Average^ 



Actual 


Hypothetical changes 
to 1985 under : 


early 








1970s' 


Variant A 


Variant's 


Variant C 


0.94 


^.05 


0.13 


0.47 


0.58 


^.03 


0.08 


0.32 


0."^0 


0.03 


0.18 


0.55 


1.44 


0.10 


0.10 


0.64 


0.64 


^.19 


-0.10 


0.19 


0.44 


-0.03 


0.06 


0.79 


0.85 


0.23 


0.45 


0.50 


0.48 


0.05 


u.:5 


0.57 


0.34 


-0.09. 


-0.04 


-0.01 


1.43 


-0.04 


0.23 


0.31 


0.69 


-0.05 


0.08 


0.42 


1.13 


-0.04 


0 18 


0.41 


0.87 


0.02 


0.20 


0.20 


0.98 


0.14 


0.37 


0.37 


1.46 


-0.16 


] -0.16 


0.34 


0.35 


0.10 


1 0.15 


0.19 


0.79* 




1 0.13 


0.40 



I hor enact years, sec I able 4 • 

Nicasured by standard deMation. 
.1. Arithmenc mean. 
4 (icometric mean 



Thus, for France and Norway, which had relati\cly favourable price 
trends in the past, future increases in money expenditures on this accotint 
would be very small. The opposite would be the case for Austria, Canada, 
Sweden and, especially, the Netherlands. But great care must be taken when 
looking at such figures (which are shown in summary form in Table 15 
below) The margins ol error involved are very large, and there is no 
assurance that past trends will continue. Indeed, the very large number of 
graduates from higher levels of education, coupled with some deceleration 
in the growth of demand, may well exert downward pressures on teachers' 
salaries over the coming decade. 
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TabU !5, PUBLIC EXPENDITURE ON EDUCATION IN 1985 
Percentage shares of " trend'' GDP 





Actual early 1970s' 


Vttmt*t 

tiiieci 

Oi 


Hypothetical changes to 1985 
under variants : 


Items in- 
cluded in 
projection 


Total 


reiaiivc* 
price- 

sniiis 


A 


B 


C 


Australia 


3.6 


4.5 


1.29 


0.15 


0.55 


1.87 


Austria 


3.9 . 


5.2 


2.26 


-0.34 


-0.12 


0.78 


Belgium 


4.9 


5.4 


1.24 


-0.65 


-0.48 


0.08 




6.5 


7.7 


2.37 


-1.29 


-1.11 


0.07 


Finland 


5.5 


6.3 


1.37 


-1.20 


-1.11 


-0.50 


France 


3.1 


4.5 


0.38 


• -0.13 




1.66 


Germany 


3.0 


4.2 • 


1.45 


-0.17 


0.17 


0:56 


Italy 


3.5 


4.0 


1.09 


-0.01 


0.96 


1.88 


Japan 


2.6 


3.6 


1.56 


-0.04 


0.01 


0.97 


Netherlands 


5.3 


7.6 


4.28 


-0.57 


0.19 


0.80 


Norway 


4.5 


6.0 


0.35 




0.22 


0.91 


Swedeif 


5.4 


7.1 


2.09 


-0.07 


0.26 : 


0.49 


Switzerland 


3.6 


4.9 


0.51 


-0.34 


0.35 


1.04 


United Kingdom .... 


3.8 


5.6 


0.56 


-0.05 


0.45 


1.27 


United States 


•5.1 


6.0 


1.10 


-1.01 


-1.01 


0.21 


Average* 


. t.l 
4.2^ 


1.2 
5.45 


0.98 ' 
1.46 


0.45 
-0.38 


6.60 
-0.04 


0.66 
0.81 



I. Fcr enaci years s<e Tabic 4, , . 

This cffeci has been m-i$ured on the earty 1970$ base level (excluding items not covered m the projection). 
It would be somewhat higher if it were ipplied to. for instance, total expenditure or to the 1985 outcome 
under assumption C. 

3. Measured by standard deviation. 

4. Arithmetic mean 
![. Geometric mean. 



1985 EXPENDITURES 

The various assumptions so far discussed are, summarised in Table 15. 
As can be seen, no assumptions have been made for elements in education • 
- expenditure other than the current costs incurred in primary, secondary and 
higher education. T hc 'Pfo'' (P otion available on such items was not sufficient 
to allow even hypQtTleticaf projejcions. But the existence of other expen- 
ditures (which are roughly of the order of li per cent of GDP and 25 per 
cent of total education budgets) must be borne in mind. It is quite possible 
that capital expenditure, for instance, may increase in the future not only 
to accommodate the rising number of students expected but also to make 
good some of the lags likely to have been accumulated over the past 
decade. In terms of current expenditure, for the area as a whole, the 
changes in real GDP shares shown vary from -1 per cent under Assump- 
tion A to an increase of nearly 1 percent under Assumption C. Australia, 
Italy and France are the three countries which could see expenditures rising 
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by significantly more than that (not far from 2 per cent of GDP) — the 
former two on account of low enrolment ratios, the latter because of well 
below average unit costs per student. At the other end of the spectrum are 
North America and Sweden, the richest countries in the sample, as well as 
Belgium and Finland, whose education budgets might rise only little rela^iv^ 
to ODP, or even fall (in the case of Finland), Pressure for increases is 
likely to be about equally -shared between the primary and secondary levels 
of education (which had been responsible for nearly iwo thirds of the ex- 
pansion of the past decade), and the higher level. 

The final outcome could, however, be considerably higher if price 
changes are brought into the picture. If, indeed, the relation between overall 
price movements and the education (or public consumption) deflator re- 
mains the same as in the past, expenditure could, on average, rise by 
2i.per cent of GDP, In a number of cases the other projected changes 
look almost insignificant if compared to the likely impact of price develop- 
ments. However, there is some reason to believe that the relative salaries of 
teachers will not increase in the coming decade at as fast a rate as in the 
1960s, This suggests that the relative cost of education may not grow as 
rapidly as in the recent past. 

An alternative way of forecasting future public expenditure on educa- 
tion would be to extrapolate past relations between such expenditures and 
total output. This approach is clearly mechanistic but is presented, for 
purely illustrative purposes, in Table 16, Use was made for this purpose 
of the per capita, constant price, income" elasticities shown in Table 2 
and of some very rough projections of GDP,^ The results show that in real 
terms expenditure as a share of GDP would rise on average by a quarter 
of a per cent if past trends were to continue, rather than by J per cent as 
implied in Table 15, The increase would be particularly marked in Canada 
which has the highest share of GDP at present, while Japan, a country 
with a low share, would record z relatively sharp fall. Some other figures 
may not look as implausible but it v/oulu nonetheless seem that, overall, 
the elasticity method can give rather misleading results. 

Clearly, national forecasts are a much better source ior narrowing the 
range of possibilities shown in Table 15, Unfortunately, official medium-run 
education expenditure plans are not available in a majority of cases. Some 
idea of how realistic (or unrealistic) the arbitrary assumptions used so far 
are can be obtained from the recent published official British and German 
projections^ as well as from some forecasts submitted to the OECD Secre- 
tariat by the Belgian Planning Office, For the United Kingdom, the latest 
White Paper on public expenditure proposes cuts after 1976/77 which will 
cause an absolute decline in expenditure and could reduce education's share 
of GDP by three-quarters of a percentage point at constant prices; refative 



1. 'Both population and CilM\^rowlli rales come fiom OIXD, ExpencJimre Trends 
tn OECD Count rie.s. IQfiO- ipSfl I niil 1975. 1970-75 growth rates were applied; from 
1975 to 19K5 use was made of the l97.w|9HO period projections extrapolated for a 
further 5 years. 

2. See Bihtungsi^esamiphn. Honn 1974, and Public F.xpendiiure lo 1979-80, HMSO 
1976. • ^ ^ 
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price movements would keep the reduction in current prices to about half a 
percentage point by 1979/80; The German plan extends to 1985 and fore- 
sees that, in the 15 years from 1970, the share in GNP could rise by 
perhaps i per cent in real terms and 2i per cent in current price terms 
(from 4.3 in 1970 to 4.7 and 6,8 per cent resocctively in 1985, under the 
"medium*; assumption for GNP growth), linally. the Belgian figures 
indicate rough constancy for the education share in GNP between 1970 
and 1980 in real terms, but an increase of roughly 1 percent in current 
prices. In two of these three cases, at least, it does not appear that the 
figures shown in Table 15 are unreasonable. 



Table 16. EXTRAPOLATION TO 1985 OF PUBLIC EXPENDITURE 
ON EDUCATION 
Percentage shares in " trend'* GDP 



Australia 

Austria 

Belgium 

Canada 

Finland 

France 

Germany 

Italy 

Japan 

Netherlands 

Norway 

S'A'eden 

Swiuerland 

United Kingdom 
United States ... 

Dispersion^ 

Average* 




1. For exact years see Table 4. 

2. Based on - income - etasiiciiy of per capita education expenditure to per capita CiDP in constant oricM 
for the 196.1-earIy 1970 period, as shown in fable 2. i »v v,l/i m constant prices 

3. Measured by standard deviation. 

4. Geometric mean. 



A final consideration which is relevant in this context is the effect of 
higher enrolment ratios on output growth. Assumption B implies that by 
. 1985 the proportion of the 15-22 years age group outside the work force 
will have grown from its present level. Ceteris paribus this vithdrawal could 



i. Compared to the hypoiheiical projections presented here, the United Kingdom 
expects a slower increase in participation rates in higher education, and some fall in 
unit costs. 
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lead to a rcducion in the size of the 1985 labour force of roughly 2 per 
cent The suiting shortfall in GDP will depend on the Poss.b.l.ues o 
SpiUlTlabour substitution and on the -erage product.v^y eveU of youn^ 
workers. Assuming, for simplicity's sake, a 0.66 coeff.c.ent 'f^O" a 
oft n found in standard Cobb-Douglas production 'ff ' 

0 output could be between 1 and IS per cent lower than .t wo" d other- 
w se have been. This overall average hides «.me ^ ^^^^^^^ 
depending on inuial year enrolment rat.os. ^^^us North Amenca s GD^ 
would remain roughly unchanged, but output 'h-^ ^e herland , Belgium 
and Italy could be reduced by margms varying between ' J ^ P<=r «nt 
These "costs", in Serms of foregone output, should be considered in con 
TncUon with the "costs", in terms of increased expenditure, resul ing 

1 om mor^ambitious educational policies It should 

such rigures may overestimate the likely reduction in GDP ^'"«^he " 
SeLd levels of education obtained through higher enrolments and inputs 
per student could enhance the rat<: of economic growth. 



Chapter 4 



ADDITIONAL EDUCATIONAL PROGRAMMES 



The previous chapter has looked at the growth of the traditional, 
education system to 1985. The following paragraphs will review some of 
the demands which may be placed on governments to increase expenditures 
on students who are outside what is normally considered as being the 
school age. A number of new programmes or policies which will make the 
education system more effective have received prominence in recent years. 
Some of these involve changes of curriculum within the existing structures 
and do not have serious financial implications. Such programmes, Ayhich 
are mainly concerned with pedagogical questions, must be left to experts 
in these areas even though the issues they raise may have an important 
bearing on the impact of education on the goal areas laid out in Chapter 2. 
The emphasis in this section is on those programmes which could increase 
education budgets considerably. 

The programmes which will be discussed arc: 
/) F*rc->chool education ; 

//) Conip'jnsatory education ; 

Hi) Recurrent education. 
These programmes are not new. Pre- school education has a long'liistory 
and» in some countries, the relevant enrolment ratios have been rising 
rapidly. Compensatory education as a separate- programme has primarily 
been experimented withinjhe United States and the United Kingdom, but 
"positive discrimination" in favour of handicapped or disadvantaged 
children has been made within the context of the formal education systems 
in most countries without being specifically designated as such. "Recurrent 
education** has more recently been proposed as a framework within which 
higher education of all types can be organised and the future growth of 
enrolment streamlined. In some European countries expansion in adult 
education is already underway, as for example in the ** formation pcrma- 
nente** programmes in France. 

Two main aspects of ihesc various programmes will be looked al: 

/) A brief description and a discussion of the objectives they arc 
expected to achieve ; 

//) Some consideration of the cost and financing problems they raise. 
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The descriptions are provided because these programmes are not always 
well-known, but it should be noted that they are by necessity general and 
that not all governments would subscribe to the objectives of the schemes 
as presented here. As for the discussion on costs, it will be unable to give 
any accurate idea of the expenditures which might be entailed by these 
programmes were governments prepared to embark on them. Much would 
dept nd upon their content and upon the particular approaches followed 
which could well vary between countries in response to different problems. 
All that can be done in the present context, and without extensive further 
research into existing programmes, is to suggest the kinds of considerations 
that are iikely to be important and to give some orders of magnitude of 
possible costs. It should not be forgotten, moreover, that many education 
programmes of this nature are already undertaken in the private sector in 
response to private demand. Thus, government expansion in these areas 
could simply mean a shifi in control and financing rather than an 
additional resource cost to the economy. 



PRE-SCHOOL EDUCATION 



Countries have varied greatly in the extent and type of pre-school 
education. For example, in Belgium, enrolment ratios for those aged 3 to 5 
have been between Wand 95 p^r cent while, in Norway, there is almost no 
p;e-school education ai all. In many countries the private sector has 
supplemented ihe State's role \n providing this service as, for instance, in 
the case oi the nursery school system in the United Kingdom. In the past, 
a major role of these schools was social rather than educational. The 
emphasis has recently begun to change and greater importance has been 
given to education objectives. These are linked with compensatory education 
and will be discussed in the next section. Nevertheless, there is still a 
growing custodial role to be played as women take a more active role in 
society outside the home. In particular, more extent nursery and pre- 
school centres will do much to improve the situation for working mothers, 

Pre-school education was not considered in Chapter i. But, not unlike 
the more traditional forms of education, it also saw a relatively rapid 
expansion over the last decade. Increases in enrolment numbers for the 
countries for which data could be collected centred around 5 to 6 per cent 
per annum between 1960 and 1970. Some countfics (e.g. Canada. Japan, 
Portugal and -Sweden) increased their enrolment rates a good deal faster 
(more than 8 per cent per annvim), but these developments may, in part, 
have reflected low initial' levels. Scaa^red statistical evidence suggests that 
these increases were paralleled by some rise in the share of expenditures 
on pre-school education in GDP and by some declines in pupil-teacher 
ratios. Expansion in this field has been motivated by social as well as 
educational, considerations. Indeed, the former have often been the more 
important, and this explains why pre-priniary education is sametimes in 
the hands of welfare, rather than education ministries. The growing cman- 
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cipation and labour market participation of married women have also been 
driving forces cin the expansion of such facilities. A recent additional 
impetus in this area has been the rising importance attached to eariy educa- 
tion for chitdren whose learning processes are likely to be impaired by their 
family background, - 

These considerations, as well as the more general pressures lor freeing 
youiig mothers, iurjgest that pre-school education may be the most likely 
area of expansion for many governments,^ The cost of pre-primary educa'- 
tion will ^fcpcnd upon the proportion of the child population covered and 
on the objectives pursued. Should the role be mainly custodial, costs will 
be less, as. larger classes are possible. But if compensation " or positive 
discrimination" in favour of handicapped groups is considered important, 
class sizes will probably have to be decreased to\ raise the amount of indi- 
vidual attention. It is nut easy to foresee the claim on resources that may 
be involved in a sizeable expansion in this area. For the few countries for 
which some data are available it appears that, costs per pupiUin pre-primary 
educp.iion are slightly lower than unit costs in primary schools. Enrolment 
ratios vary between negligible figures and the near 90 per cent ratios 
recpided in the Benelux and France, To provide some rough order of 
magnitude it was assumed that over the coming decade countries would: 

/)' Bring enrolment ratios up very substantially to either 75- of 90 per 
cent of the children in the two years before compulsory education 
commences; 

//) Increase unit costs per pupil only marginally and bring them, in 
terms of GDP per capita, to equality with the present unit costs 
of primary school children,^ 

}i is clear that the choice of both assunipuons is arbitrary, but their com- 
bination m?y Miggest a rough o;der of magnitude of possible future costs 
within which countries may then choose to alter either enrolment ratios 
or inputs per pupil. 

The results suggest that the overall cost is not negligible but should not 
be unmanageable. For the r5 countries sample here covered, the share in 
GDP of pr£-primary education expenditure could go up by roughly 0,2 per, 
cent, assuming 90 per cent enrolment ratios. But for some countries costs 
could ^rise more sharply. Thuv, in Sweden, the GDP share could increase 
by 0'3 per cent, in Canada arid Finland by 0.4 per cent and in Norway by 
as much as 0 6 per cent. Conversely, a lower enrolment ratio or a more 
extensive use of part-time provisions could bring down these various per- 
centages. To these estimates should of course be added (as already pointed 
* out in tho previous chapter)'the impact of relative price changes. 



,1. Sec, ioT in"stanct, EducatiorxGl Priority, Problems and^gfi^eies, HMSO 1972, 

Vol. I, p'. 180. ■ . . • u 

2 this hypothesis extends to pre-prfmary education the negative correlation between 
the size of ihputs and the number af beneficiaries observed for other forms of education 
In the past. ' 
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\ 

COMPENSATORY F.DUCATION \ 

\ 

Compensatory education is difficuh to define because it covers a wide 
range of programmes,' These have most often been associated with pre- 
school children but measures have also been introduced at other levels of 
education. The primary objective has been to improve the academic per- 
formance of children from underprivileged groups, thereby raising their 
chances of social and economic aci.ancement, Underlyi g this objective v as 
a broadening in the concept of educational equality. In the hone that the 
education system could be an instrument to break tbe cycle of poverty", 
the more traditional view o.i equality of entrance has over time b?en ex- 
lended to include ''equality of result". In other words, it has been felt 
that the education system should give not only equal access to the school 
system but should also atten^pt to offset the negative effects on academic 
achievement of a poor home and social environme.it, thereby giving the 
child equal chances on leaving the education system.. 

A wide* variety of approaches has been employed but little systematic 
attempt has so far been made to test their effectiveness. A particularly im- 
portant effort was made in the' United Statet, starting in the first half of 
the 1960s. While there had been a number of prior schemes, the first con- 
sistent attempt to evaluate the efficiency of these policies came with the 
''Head Start" programme which gave pre-school training to a large 
number of underprivileged children. Other projects followed to test the 
effects of different curricular approaches, of further help once students 
entered the school system, and of student support through family contacts 
and changes in parental attitudes towards education, Theselatter initiatives 
have been paralleled b\ efforts to open up the school to the community 
to make it more responsive to local needs and aspirations. In the United 
Kingdom, the Educational Prioiity Areas have been given preference in 
^.erms of expansion in the numbers of teachers. A number of university- 
based research projects of a limited nature are underway in some 
Continental European countries as well as schemes designed to help migrant 
workers. 

It is difficult to e\aluate the impact of such programmes. In the United 
States, present experiments have not had a noticeable lasting impact on 
student performance. Initial improvements in disadvantaged students soon 
disappeared when the special support was removed.^ This suggests that, in 
its present form at least, compensatory education may not be sufficicn. to 
offset '^he impact of the environment outside the school or other dis?d- 
vantage^. At the same time, however, it is necessary lo recall .hat compen- 
satory euucation is a relatively new field for which it is too early to make 



1. Compensatory education could possibly be taken to include all teaching and 
oibr,T help which a student receives over and beyond the 'average*'. If viewed in this 
way, compensatory eoacation could cover a targe amount of educational activities, e.g.*. 
keeping class siies in rural .i.eas small, the use oi psychologists to help emotionally 
disturbed children and so on. 

2. See OFXD CERI. Strategies of Compensation. 1971. 
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a complete evaluation and that a number of programmes have failed 
because of lack of finance and of proper organisation. Indeed, in the 
United Kingdom, the results of the Educational Priority Areas have in- 
dicated that the academic improvement acquired at pre-primary and primary 
schools tends to be maintained for longer periods than in the United 
States, 

Data on the costs of compensatory education are very scanty. In any 
case, it is often difficult to distinguish where normal" schooling ends and 
compensatory education begins, particularly in pre-primary and primary 
forms of education. The existing British or American examples are not vcr>' 
significant becai^se they were particular, localised projects. Estimates for the 
United States show that total expenditures which could be broadly classified 
as compensatory^ equalled about 3.5 per cent of total current spending on 
education (or 0,2 per cent of GDP), These figures probably underestimate 
the levels of expenditure, since ru?.ny programmes are carrier? out at the 
local level. In the United Kingdom/ the Pjowden Committee suggested, in ^ 
1966, that an initial p.oprammc covering the 10 per cent most disadvantaged 
children in E-sgland and Wales would add £11 million to the current 
spending of " maiiuained *' (i.e, publicly controlled) primary schools (i per 
cent of 197! total current education expenditure). 

Given the v<Ty partial nature of these figures, it would be rash to 
make any estimates of how future expenditures could evolve in this field. 
The growing doult^ as to the extent to v/hich compensatory progranMuc^ 
can' have an effect without a bfo::der approach wh»ch will give coinaiued 
support and, at the same time, try to influence the underlying socio- 
economic conditions and cultural deprivation which influence the academic 
achievement of children from poorer families, may in any case stop coun- 
tries from pursuing special schemes. The extent to which compensatory 
education is, in many instances, pursued within the traditional educational 
system suggests that countres might wish to cont^n^ate their efforts on 
pre-primary and primary education. If this suggestion were accepted, the 
expenditure projections presenter in the previous section and in Chapter 3 
mig! ' need upward revisions, 

ADUt^T AND RECURRENT EDUCATION 

The main effect of the expansion of the education system in the recent 
past has been to incre^ase the number of years that . le child spends in the 
education system. In the first instance, this has led to an expansion at the 
upper secondary level aijd, subsequently, in higher education. More recently, 
however, there has be^n^ growing emphasis on methods of providing the 
adult working population with greater possibilities for education and re- 
. education. As was said xi^ a recent OECD report: "The solution does not 



^ Amongst other. thei\'*Hcad Start" programme. Equal Opportunity Grants, 
,Special Programmes for the Disadvantaged etc. 
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lie alone in provision of ever-lengthening fuil-time education Tor all. Policy 
in all countries must provide better opportunities for aliernating and mixing 
education and training with work.^ To be sure, there are already a number 
of ways by which individuals can undertake further studies. Night classes of 
various kinds, Germany's Volkshochschulen or such institutions as the 
**Open University" in the United Kingdom, provide considerable possibili- 
ties of an information-culture type. At another level, industry supplies 
ex: **oh-the-job" as well as other training in order to obtain skills 

no; ..ys prpvided by the educational iystem and there are many coun- 
tries wuh government programmes for retraining not only the unemployed 
but also active members of the labour force. 

It can be expected that pressures to expand the education system in 
this area wrl! continue for a number of reasons. First, a growing belief 
that those who have dropped out cf the education system merit a second 
chance and the awareness o\ vhe potential gains to society have increased 
the emphasis on equal educaiional opportimity. Second, the rapidity o^ 
technological change and the growing co .jplexity of our society imply a 
need tot periodic retraining not only for those who wish to improve their 
knowledge, but also lor those who find that their skills are no longer in 
de.-nand and wish \o obtain new qualif. ..ations. 

However, a major problem i*. i.nis context ha*; been the lack of a 
coherent framework within which expenditures in this area can be organised 
and further expansion made. One suggested framework is recurrent educa- 
tion" which provides a comprehensive education strategy involving, in 
addition to a consolidation of efforts in the area of adult education, some 
rethinking of ihe present education system.^ The essential feature of this 
approach is to spread education over the lifespan of the individual in a 
recurring way rather than to concentrate it almost entirely on the earlier 
years. Hducaiion would be alternated with other forms of activity bringing 
the student into closer coniact with the *' real " world. The proponents of 
this approach maintain that it would resolve a number of the present 
problems of education. Students experiencing school fatigue" would be 
encouraged to obtain experience in the ^'real" world before re-entry into 
the school system at a later date. It is also suggested that such an 
approach would make the education system more responsive to the needs 
of the economy for certain qualifications or skills, first by bringing students 
into closer contact with the labour market and second by facilitating up- 
grading or retraining where necessary. 

The impact of adult education, particularly when taken in the context 
of recurrent education, is extremely difficult to assess J^ince it has not yet 
been tried in any country on a significant scale for a sufficiently long 
period.^ It can be argued'that it f^hould lead to some social gains, quite 



1. OHCD. Edu id I ion and IVorkmg Life in Modern Society. \915, p. 8. 

2. Sc*: Of.CD CERI, Recurrent Education Tnnd., and Issues, 1975. 

3. To be sure, there have been sthenj^s Tor retraining the unemployed in many 
countries, but these have tended lO be on a smaller scale than the programmes here 
ei'.visaged . 
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apart from the obvious private benefits which it might provide. In terms of 
allocation of resources and higher growth, recurrent education would match 
the social need for a more e;Ticienl labour market by making the educa- 
tional system better able to supply the mix of skills demanded by the 
economy. It may, moreover, affect socio-economic equality. Increased 
educational possibilities for those who have missed out in the early years 
of education can probably be considered equitable.^ The idea of a two year 
entitlement to higher education at any age for everyone after the end of 
compulsory schooling, would mean a distribution of education towards 
those in older age groups who have not benefitted personally from the 
recent expansion, thus giving a more equitable spread of public resources 
in one generation. 

Estimates of the cost of adult education arc not available for the past. 
Any projection must take into account the existence of a number of private 
programmes. Hence new plans in this field could be met, to some extent, 
by a reorgaiiisation of present resources in post-scco.^dary education rather 
than by increases in expenditure. For efforts going beyond this, much 
would depend cn how nev/ programmes were to *oe financed. For example, 
the "formation jiermanente " in France is paid by firms who are obliged 
by law to set aside a certain proportion of their wage bill for this purpose. 
Estimates are fuither complicated by the extent of income support required 
for individuals undertaking retraining. Nevertheless, some orders of 
magnitude can be provided based on a number of simplified hypotheses. 
If it were assumed, for instance, that each worker had the right to a one 
year period of adult education during his active life span and was paid 
his full salary, the expenditures arising from the programme (including 
teaching co.>ts), would lie between U and 2 per cent of GDP.^ Hov/ever, 
there are factors which would tend to reduce the cost. It is unlikely that all 
individuals would undertake study or that a potential student could, expect 
to receive his average wage during the period of retraining. In addition, 
there could be some reduction in present levels of attendance at higher 
education institutions amongst younger age groups. H'^nce, even assuming 
a concerted effort in this field on the part of governments, a more realistic 
assumption might put possible costs closer to 1 per cent of GDP. 



1. However, it is interesting to note that an initial survey of the effects of the 
French taw on professional training (1971) indicated that, in the first year at lea^t, 
the number of technicians and "cadres** undertaking education was four times larger 
than that of workers. 

2. This very rough result was obtained in the following way. The average working 
life of a person was put at 45 years and it was assumed that within this period every 
person would take a one year leave ff^*- higher education. If the full cverage wage was 
paid (and there was no bunching of leave periods at particular age groups), the overall 
cost would amount to I/45th of the wage bill. Since wages and salaries are generally 
around 60 or 70 per cent of GDP, the cost could amount to 1 } per cent of GDP. 
Adding to this one third for instruction costs (a rough estimate based on an average 
of the figures shown in <j. PsacharopoUlos, Returns to Education, An IiAernaiional 
Comparison^ London 1973. Appendix D), gives almost 2 per cent of GDP. The instruc- 
tion costs estimate is roughly equivalent to a 0.50 *'cost ratio**, i.e. to a icvel of inputs 
per student somewhat below the present average inputs in higher education (sec Table 6). 
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A SUMMARV 

The three programmes which have just been discussed represent only 
some of the new alternatives which may be open to countries in the educa- 
tion field. Other schemes have been advocated which couU also imply 
increases in spending. But, in terms of expenditure, these are probably 
the most important additions to formal education which might be expected 
over the coming decade. Their macro-economic costs are summarised below 
(in terms of increases in GDP shares in 1985) : 

Pre-primary education 0.1-0.3 
Recurrent education 0.5-1.0 

Compensatory education n.a. (but probably some upward effects on 

costs in the formal education system) 

[t will easily be seen that the increasing claims on resources which 
could be forthcoming (from Mo 1 J per cent of GDP) are equal to or 
greater than those implicit in the hypothetical projections for the formal 
education system contained in the preceding chapter. But it is also clear 
that these figures are over-estimated for a number of reasons: 

/) For both pre-primary and recurrent education, they imply very 
high " enrolment ratios (near-complete coverage of young children 
and a one year period of training for a large proportion of the 
labour force). It is highly unlikely that most countries will go so 
far in one, let alone both, these directions; 

ii) They do not c'Aow for the existence of widespread private systems 
in both fields; public involvement may increase governments' 
financing problems but would not imply as large a cost in t^rms 
ci resource allocation ; 

Hi) In some ways, they are alternatives to the formal educational 
system, notably in higher education, and could not, therefore, be 
added without prior adjustment to the projections presented in 
the previous chapter. 

Hence more realistic esiimaies might be in the range of I per cent of GDP, 
with efforts perhaps concentrated on pre-primary schooling (the field in 
which compensatory *' effects might be most important), and more modest 
increases in adult education. 

A more realistic projection would also indude the opportunity costs of 
the programmes. These can hardly be quantified. But it should not be 
forgotten that recurrent education implies a loss of output to the economy. 
This loss is, of course, short-run. Over the longer-term it could be argued 
that output would lie above the level it would have reached without re- 
current eoucation. Pre-primary education, on the other hand, by freeing 
mothers for work, can provide an offset (provided the demand for labour 
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adapts to a larger supply of female workers). Th. 'inal effects on output 
levels will depend on the respective productivities o. the two labour forces 
and on the changes in their sizes, as w.-ll as on the initial level of unem- 
ployment. On balance, some shortfall in GDP would seem inevitable at 
least for those countries which plan to extend considerably theit program- 
mes for adult educatic n. ■'i s 



Chapter 5 



SOME ISSUES FOR ECONOMIC POLICY 



A very large number of issues can be considered in the field of educa- 
tion. But most of the problems which are raised are usually of a specialised 
nature and are of concern tc the educationalist rather than to the econo- 
mist. The general focus of this paper, i^.s well as the main interests of 
Working Party No. ,2, suggest that ary discussion of policy issues should 
concentrate on the macro-economic expenditure flows. The hypothetical 
projections outlined in the previous two chapters will be taken as a starting 
point. It was shown there that, » iew of a relatively more rapid rate of 
inflation and the requirem<pn»5 additional programmes, the share of 
public education budgets in GDP was highly likely to increase over the 
coming decade. Such an increase may appear disturbing to policy makers 
who are already faced with growing demands for ofaer public goods and 
services. The present chapter will try to see whether intans exist which 
could limit the future burden on governments of rising d-.'mands for educa- 
tion. Two main topics will be discus :d : 

/) The savings which could be achieved by a more "efficient" use of 
present resources; 

//) The alternatives open in the financing field, notably for higher 
education. 

It must be stressed that, in both these areas, little can be said of a positive 
nature; nearly all statements regarding the efficiency" of the education 
system or the choice between the public and the private sectors are, in the 
end, value judgements and will depend on society's prefeienccs. As a result, 
this report can do little more than pose a few alternatives in very general 
terms. 



REDUCTIONS IN COSTS 

The most obvious way in which economics could be achieved would be 
to reduce the present number of students. But tnis is unlikely to be 
politically and socially acceptable. Short of such a arastic and unrealistic 
alternative, more limited possibilities of sa\.iigs can be explored in the 
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areas of unit costs per student and duration of study especially, in the 
latter case, in the field of higher education. Given the highly 4abour- 
intcnsive nature of education and the earlier estimates which showed that 
by far the largest rise in expenditure over the coming decade was likely to 
come from the impact of relative price changes, it is clear that the greatest 
potential gains could be derived from a reduction in this labour intensity 
which did not at the same time adversely affect the quality of teaching, 

i) Unit Costs 

A large part of the growth in average real costs per student »;an be 
accounted for by changes in teacher/ student ratios which arc in turn, 
influenced by teaching *Moads'\^ »he variety of coarscs, and class size. 
The general reduction in the length of the working week and the growing 
complexity of modern societies make it unlikely that any savings could be 
achieved by expecting teachers to work longer hours or by cutting down 
on the number of courses. Hence, reductions in costs could only be ob- 
tained by a reversal of the fairly widespread past trend towards smaller 
classes. Future developments in this area will respond to social and political 
pressures, but there are two aspects worth noting. On the one hand, re- 
searcli which ha;; been carried out on the relative efficiency of smaller 
versus larger classes is unable to conclude that student performance is 
positively related to small group teaching,^ On the other hand, economic 
growth is increasing the demand for specialised skills which require a frag- 
mentation of the curriculum into narrower and more numerous subject 
disciplines. Similarly, the growing awareness of the needs for individual 
development, both in leisure and vocational activities may well require a 
greater degree of personalised instruction. Such trends will tend to demand 
more teaching staff rather than less, particularly at the lower levels of 
education. 

If the scope for savings on labour inputs appears limited in view of the 
contrasting influences just mentioned, capital-labour substitution could 
provide an alternative. Over the period studied, some evidence suggests that 
the relation between capital and labour inputs has remained rather stable,^ 
At present there seems to be no consensus on whether more capital-intensive 
techniques (like language laboratories, audio-visual systems, television) are 
an improvement over traditional teaching methods. From an economic 
standpoint, and given the large overhead expenditures involved, it seems 
that they would only become finjincially viable at very large scales of 
operation, larger than those presently achieved, by nnost schools. Conse- 
quently, such techniques are probably better suited to higher levels of 
education than to primary and secondary courses, or to **mass education" 



I. The number of hduTs taught by each teacher. 



3. Mary Garin-PaintV^* Public Expenditure Trends", OECD Economic Outlook - 
Occasional Studies. July 1970> 
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systems such as the **Open University" in the United Kingdom. In view 
of their limited scope, it is unhkeiy that the savings which could be ob- 
tained would be very substantial. 

ii) Duration of Study 

There is little inter-country variation in the length of compulsory 
schooling (and differences have narrowed somewhat over time), but there 
is wide variety in the length of university studies which go from three years 
in some countries to seven years rn the Netherlands,^ The scope for savings 
here would seem to be lirtiited to countries with long degree courses. A 
very simplified estimate, using the data of Table 6 above, shows that a 
reduction from, say, four to three years in the length of higher education 
(equivalent to a 25 per cent tall in the demographic ratio), could, on 
average, reduce spending by almost a ; per cent of GDP. This is a non- 
negligible figure, but would seem to be an overestimate. Quite apart from 
the question of whether three years are preferable to four from an educa- 
tional standpoint, it is clear that an .icross-the-board reduction is not 
possible. In some faculties longer studies are inevitable. Moreover, overhead 
costs arc unlikely to be reduced proportionately to the number of students, 
and any savings can only accrue through time. But even if the potential 
economies are likely to be much smaller than suggested by the hypothetical 
example here used, there would seem to be scope, at least in some fields, 
to reduce the length of university studies (or to pursue further experiments 
with shorter degree courses which now exist in parallel with the longer 
courses in a number of coi. ferries). Some further, though probably much 
smaller, savings could be ^^^hievcd by lengthening the duration of the 
university year which often includes as many as 20 weeks vacation. Indeed, 
curtailing the latter could provide a partial offset to the shortening of the 
number of years of stud> . 



ALTERNATIVE FINANCING SCHEMES 

Such considerations show t^ there is some scope for action. None- 
theless, the overall savingii on labour and capital inputs which can be 
achieved, assuming that no direct measures were taken to restrict access 
tc education, would seem to be relatively limited. Some attention miy 
therefore have to be given to ways of financ'ng at least part of tLc 
expected^growth in expenditures without recourse ♦o the public budget. 
This issue raises the major problem of the respective roles of the private 
and state sectors in education. The tentative projections made so far have 
assumed that there would be no change in the share of private education 
in the total, but this will of course not be the case should countries allow 
private institutions to grow faster. Such a course of action wouid not 



1. Recently plans have been proposed to reduce this by an average of two years. 
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change the magnitude of the resource allocation problem which has to be 
met in the future, but could ease the financing difficulties of the public 
sector. 

Data on the relative shares in expenditure of the private and public 
sectors are not easily available. .But it would seem that the proportion of 
private expenditure in total spending tends to rise as the level of education 
increases. Thus, while countries usually feel that the lower levels of educa- 
tion require almost total public support (even up to the provision of books 
and materials in some systems), most governments implicitly require more 
private spending at university levels.^ Such a situation is unlikely to change. 
Free public, or subsidised, private education will goon being provided up 
to the end of compulsory schooling and probably to the end of upper 
secondary school. Questions of alternative forms jf finance can, therefore, 
be restricted to higher education. 

Public support for higher education takes two main forms: direct 
subsidies to institutions (which allow the levying of very low fees), and/ or 
student maintenance in the form of grants or loans. Countries vary in their 
use of these two instruments; with the emphasis on loans apparently^ wide- 
spread in Scandinavia, subsidies important in s^iverai Continental EEC 
Member countries and grants representing a significant share of British 
expenditure. It will be assumed that countries will not wish to reduce their 
direct or indirect help to students via grants or loans. Hence, the scope 
for budgetary savings can be discussed under two main headings: 

0 A reduction in subsidies to universities and other institutions of 
higher education, accompanied, perhaps, by some increase in 
student help ; 

//) A shift in the emphasis in student support rrom grants to loans. 

The first alternative would increase the influence of market forces in 
higher education. Fees would have to be raised and students, even if helped 
to a larger extent, would make choices between different faculties and 
degree courses, to some extent depending on their cocts. This has been 
advocated by some in order to make higher education institutions more 
•* consumer-oriented". But there are two important drawbacks to such 
policies. Firstly, fees which are nearer to full costs would regulate entry 
into high cost subjects and would increase inequality'of access to univer- 
sities even with higher levels of student aid. Thus, the system would be 
even more socially selective than at present. Secondly, cost pricing raises a 
number of difficult pr blems. Prices should reflect social costs, teachers' 
salaries in various faculties may have to respond to demand and supply 
forces rather than to administrative regulations; the costs of teaching and 
research should be separated and properly assessed etc. It is unlikely that 
countries will want to relinquish theii' prese.it control over university educa- 
tion and research activities in favour of improved resource allocation, in 



I. Not- to speak of the much larger private foregone earnings for students of that 

age. 
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order to achieve savin^*s in expenditures, which will in any case be at least 
partly offset by increased student maintenance costs. 

The alternative and much discussed avenue for savings has been the 
proposal to shift the emphasis in the nature student support. Scholar- 
ships and other forms of direct help, which have not been explicitly con- 
sidered in the earlier analysis of past and future growth in expenditures, 
represent a sizeable share of higher education-budgets in a number of coun- 
tries (roughly of the order of 10 to 15 per cent). Proponents of economies 
in this field have usually argued that a loan system should be substituted 
for the payment of direct grants or tvtn for subsidies to higher institutions. 
Such an approach may not only save on costs but could also limit some 
of the regressive influences of the nresent system of financing (at least in 
those countries which do not rely o ; mcansrtested grants to students). It is 
increasingly held that, since the proportion of members of the upper income 
groups which enter? higher education is greater than that of the lower 
income groups, it is the richer members of society who derive most benefit 
from government subsidies, Secondij , and more generally, insofar as 
graduates are likely to have higher earnings over their lifetime than non- 
graduates, large subsidies to higher education involve a transfer of income 
to those who will generally be better off. 

These various reasons have stimulated interest in systems which 
provide loans to students. By this means, it is argued, students from poorer 
backgrounds will still oe able to pursue higher education, but will refund to 
the community sonic of the increased earnings that they will normally ob- 
tain as a result. Further reasons for advocating such a change are that it 
might; (/) induce in students a more responsible attitude to their studies; 
(//) discourage those students who are unlikely to benefit from higher 
education from embarking on it - as long as it is virtually free - simply 
because they have not ye' decided on any other post-school activity; and 
(///) lead students to i: = sure that they are getting ** value for their 
money" by taking more interest in the efficiency of higher education and 
the quality of the instruction they recei\e. 

On the other hand, there have been many objections to such systems. 
Quite apart from the problems raised by full cost pricing already touched 
upon on page 66 above, loans could increase wastage rates by en- 
couraging students to work to reduce their debt. They also raise numerous 
administrative problems such as exemption of women students who marry 
and drop out of the labour force, ways of coping with people who even 
after graduation are unable to find sufficiently remunerative work, or with 
graduates who emigrate, and so on. More important causes of disagree- 
ment concern the issue as to whether loan repayments should be a function 
of future income and the effects of loans on equality of opportunity. 
Whether a loan scheme will encourage students from poor families to enter 
higher education will depend upon the form and extent of the support 
system already existing, the terms of the loans and the coverage of risk. 
If no alternative system exists, then a loan system would clearly tend to 
improve access. In Scandinavia, where loan systems are in force on a large 
scale, there is no indication that lower income students (or women) are 
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discouraged from study. But it is unlikely that this issue will ever be 
clarified given the large number of other factors which affect the social 
composition of university entrants. 

More relevant to the present discussion is the question whether the 
introduction or extension of such programmes could reduce the burden on . 
public financing. This will depend on a large number of factors (e.g. the 
size of the interest rate subsidy, repayment terms, the number of students 
entitled to loans, previous amount of grants extended etc.). In countries 
in which student maintenance is largely assured by the state (e.g. in the 
United Kingdom), a shift to loans could eventually reduce government 
spending. But, in countries in which scholarships are much smaller, the 
financing needs of a loans scheme may have to cover not only university 
fees but also living costs during the period of study. In such cases, expen- 
diture would presumably have to increase at first and it is only later, as 
students repaid their debts, that economies could be achieved. These, how- 
ever, may not be very significant since loan schemes may not be fully 
self-financing, especially if the student population rises rapidly.^ Evidence 
on the respective (economic) merits of loans versus grants is, unfortunately, 
scanty and it is difficult to provide hypothetical estimates given the very 
larg^ number of alternative assumptions which can be made. This is clearly 
a field in which governments may wish to conduct more research. 

The discussion so far has been unable to show that there is much 
scope for economies in the educational field. Some general statements have 
been maoc. applying almost exclusively to higher institutions, on the desir- 
ability of stretching the university year, while shortening the length of 
degree courses, or on the possible advantages of changing the forms of 
student su{)port. But, even in such areas, the economies which can be 
made may not be very large and the resuhs, in terms of educational 
output", efficiency" or equality", uncertain. A more important measure 
through which savings could be achieved would be to halt the tendency for 
smaller classes or even increase pupil/teacher ratios. But it is likely that 
such moves would encounter greater resistance from teachers unions, 
parents, and students* themselves, all of whom will probably continue to 
feel that closer contact with the teacher in small classes is preferable, even 
though there is little evidence that smaller classes improve academic per- 
formance. It would thus seem that though there is some scope for govern- 
ments to hold back education' costs in the future, it may be difficult to 
achieve significant economies. 



1. Calculations for Dcnmapfc show thai when fully developed, a loan scheme which 
involves some interest rate subsidy and a repayment period of 10 years, would generate 
from 20 to 70 per cent of its expenditure from repayments, depending on the subsidy's 
size and would never be self-liquidating. See M. Woodhall, Student Loans: A Review 
of Experience in Scandinavia and Elsewhere, London i970, p. 125. 
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SUMMARY 



This broad survey of public expenditure on education raises many 
more questions than it answers. Education, per se, has rightly attracted 
great research^ efforts in such fields as teaching methods, curriculum reforms 
or school achievement. But this h»is not been matched by an equivalent 
flow of studies on the economic implications of rapidly rising expenditures.^ 
This no doubt reflects both the formidable statistical problems, and the 
whole complex of intangible and difficult questions surrounding any assess- 
ment of the "Output" of the educational system. 

The work done preparing this report confirnied that the stati^Upal. 
material available for a cross-country comparative analysis of expenditure 
on education is extremely inadequate. Hence it has only been possible to 
provide a summary analysis of the factors underlying past trends and some 
very tentative suggestio''^ as to possible future developments. Very broadly, 
and bearing in mind the data problen>s frequently mentioned in the body 
of iiiis report. Chapter 1 shows that: 

/) In the average" (and non-existent) OECD country, public 
expenditure on education (close to 90 per cent of total expen- 
diture in this field), accounteo for some 4^ per cent of GDP in 
the early 1970s, and covered about 20 per cent of the population ; 
//) Some 80 per cent of this expenditure, and over 90 per cent of the 
students, vv -re concentrated at the primary and secondary level, 
the rest being accounted for by higher education; 
Hi) Higher education, though absorbing less resources than other 
levels, was much n.v- expensive - the education of a university 
student costs some ■ tvmes more than the educatron of a school 
child. 

These broad averages do not c/ course apply equally to all countries. 
Shares in GDP vary from peaks \y 7 to 8 per cent in some of the richer 
Member countries like Canada, tf i I'Jetherlands and Sweden to lows of 2 
to 3 per cent in the Mediterranean area. Some international uniformity 
Exists, however, at the primary and seconda ^v level, where most enrolment 
ratios (stiidents as a percentage of the relevant a^e group) reach 90 per cent, 
-levels and where costs per student cluster surprisingly closely around i« 
figure of some 2C cent of per capita GDP, Bui the diversity is mucn 
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greater for higher education. Enrolment ratios go from lows of 12 to 15 
per cent in Austria, Switzerland and the United Kingdom, to peaks of 
45 per cx:nt in North America. And costs per student vary from 40 to 120 
per cent of per capita GDP. 

Between the early 1960s and the early 1970s, the. share of expenditure 
in GDP rose, on average, by ajjout 1 percentage point, and did not fall* 
in any Member country. The main features were : 

relaiively faster growth of prices in the educational sector 
which alone accounted for over 50 per cent of the increased share; 
//) A modest increase in expenditures on primary and secondary 
education reflecting both some increase in student numbers and a 
slight tendency for ' rca! inputb per student to rise faster than 
per capita GDP; 

Hi) A spectacular in.rrease in higher c ucation common to practically 
all countries, which reflected a luar doubling in the number of 
students but \va> also accoinpanicc by a 20 per cent fall, relative 

to the growth G151' per cap ia, in real inputs per student, 

. .. - ' \i 
In summary, the analysis coi.t;j!nLt; in Chapter 1 indicates that, over 
the last decade, the buoyaii p:uisivMi of education expenditure — a one 
third increase in its share in GDP - has been due to two main forces: a 
very sharp rise in numbers enrolled, especially in higher education, and a 
SPore rapi-d rate of price increase in this sector than in the rest of the 
economy, 

The hypothetical projections of expenditures on the traditional educa- 
tional system to 1985 put forward in Chapter 3, suggest that : 

/) Demographic forces, which made little contribution, either way, 
to the trend in expenditures in the 1960s should be working so 
as to reduce future requirements by' as much as J per cent of 
GDP; - ^ 

ii) The fcfl'ect of likely changes in enrolments and in costs per 
student, is hard to assess, but, under a set of simplified and more 
or less plausible assumptions, neither may do much more than 
offset the negative impact of demographic trends; 

Hi) Though in reaj terms, [herefore, the share of expenditures in 
QDP may not rise m ien above the early 1970s leyel, in current 
prices, a rise of perhapr ! j percentage points in this share cannot 
be excluded given that the deflatoi for educational expenditures 
will almost certainly continue rising faster than the overall price 
level. 

In addition. to primary, secondary and higher education, as traditional- 
ly understood, fucther increases in the relative share of educational expen- 
diture could come from a number of new programmes which are discussed 
in Chapter 4, These cove/* pre-primary education, compensatory education 
(which involves particular efforts designed to improve the chances of 
children from underprivileged groups) and recurrent education which would 
allow much greater opportunities to adults for alternating education and 
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work. The possible costs of such programmes are difficult to assess. Some 
very tentarive estimates suggest that increased expenditures in these areas 
could raise the share of educational expenditure in GDF by around i to 
I pfirccntage points. In some cases these expenditures might be replacing 
spending on traditional education. On the other hand, however, they could 
involve in the case of aduli education some short-run losses in output. 



ISSUES 

It is difficuh to move from this statistical analysis of broad trends to 
some evaluation, however, tentative, of the achievements of past expen- 
ditures and of the needs for new ones. The near absence of official state- 
ments on the main objectives of expenditure makes it impossible to assess 
whether the increased resources which have been allocated to education 
have fulfilled particular goals. It is probably unrealistic to expect precise 
formulations of aims and intentions. The public sector cannot follow the 
decision-making process of a private firm. Many of the alternative choices 
in education can only be taken on the basis of value judgements which will 
differ from country to country and from period to period. Nonetheless, 
it is arguable that in a situation in which real resources are normally under 
pressure, some statement as to the more important aims of educational 
expenditure is desirable, even if this may subsequently be subject to political 
change. 

In the absence of such statements, Chapter 2 has put forward a brief 
list of possible aims and discussed the extent to which they may have been 
achieved. But ^he discussion is inconclusive. It is very difficult to measure 
the extent to which education has contributed to econorpic growth or to 
social or economic equality. Apparent progress may have seemed slow if 
measured against the high expectations put on education not so long ago, 
Bui it is arguable that the effects of more education on both growth and 
social mobility can hardly be assessed, let alone measured, in the short- 
run. Such effects may well take decades before they can be clearly 
established. 

Future claims on resources cannot therefore be judged on a straight- 
forward cost-benefit basis. Any assessment of whether increasing expen- 
ditures on education are warranted or not will crucially depend on society's 
value judgements in this area. For primary and sccon.iaiy education, the 
decision to provide free, universal and oonjpiilsory schooling has been 
generally accepted and so has the State's responsibility for directly ensuring 
that this objective is met. Rising expenditures in this field are a natural 
consequence of these decisions. It is not evident from recent experience that 
the pressures for increased expenditure at these levels will strengthen. On 
the other hand, it would seem likely that the tendency for real inputs per 
student to rise roughly in lirie with per capita incomes will continue and 
that the scope for significant economies in this area is limited. 

Increasing demands are more likely to come from other components 
of the educational system and notably from the ne\< programmes singled 
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out in Chapter 4. Many of these are still in the stages of experimentation 
and their effects cannot be firmly judged. Yet various arguments can be put 
forward to supf^ori ihe view that, individually or combined, they could 
make a worthwhile contribution to furthering some of society's aims in the 
future: 

/) If a major preoccupation in the years to come is going to be with 
. output and pro^luctivity, then compensatory education can help by 
allowing a fuller use of the potential of under-privileged groups, 
pre-schooh education by freeing mothers for work, and recurrent 
education (whatever the short-run output losses) by making higher 
education more responsive to the needs of the economy and by 
spreading learning through a larger share of the population; 

//) If, on the other hand, society will to some extent be placing less 
emphasis on the aims of faster quantitative growth, and will be 
giving more attention to qualitative issues such as equality and 
cultural values, these types of educational programmes, and 
notably positive discrimination in favour of disadvantaged groups, 
could make a positive contribution. 

\ very broad picture of rising expenditures in these various fields,' 
with roughly constant shares in GDP for primary and secondary education, 
may thus be considered socially justified in many Member countries. The 
position is much less clear in the field of higher education. Here, however, 
it is less evident that increasing expenditures are inevitable. Some small 
increase is implicit in the projections shown in Chapter 3, but recent trends 
in enrolments may throw doubt on this. In a number of countries in the 
area after the very rapid expansion which took place in the late 1960s 
and early 1970s, the growth in student nurr|bers has not only slowed down; 
but actually fallen, | 

Thii> may merely be a temporary phlenomenon and higher education 
may over the longer-run resume an upward trend. After all, a century ago 
universal primary education was hardly regarded as a priority; a hundreJ 
years hence it may well be felt that society lis rich enough to provide suffi- 
cient funds for all its citizens to attend I university. An alternative vie\v, 
however, could argue that the benefits of higher education are very largely 
privately aporopriated and that there is 4 Point beyond which taxpayers 
should not finance the economic promotion of young people - especially 
if they stem mainly fi jm already favoured soc^^o-economic groups. According 
to the first view, budgets for higher ediAcation will continue to grow. 
According to the second, resources coulo\be devoted to socially more 
productive uses and some measure of private financing should be, rein- 
troduced into university education. ' 

A partial return to market for^-cs would cl?'h with egalitarian 
objectives, unless accompanied by an , extensive ind subsidised ioan system. 
It is true that, so far at least, the impact ot higher university enrolment 
ratios on equality of opportunity appears m have been modest. And it 
could be argued plausibly that using the lunds originally earmarked for 
education more directly to relieve poverty couUi achieve greater social 
results. On (he other hand, such an iippioaeh, i^' successful, would tend 
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only to relieve poverty at a moment of time, rather than deal with one of : 
its 'causes.xAnd, as was advanced in Chapter 2, the slow effects upon 
equality, to d^te, of more accessible higher education may stem from the 
long time-lags -before social and economic barriers break down. Nor can it 
be ruled out that pressures for slowing down the growth of higher educa- 
tion might be coming, in part, from those* social classes which have 
benefitted most from past expansion, whose enrolment ratios are near to 
saturation and whose lifetime earnings could be eroded by further growth 
in the number of graduates. 

One of the purposes of this report has been to document more fully 
the proposition that future public expenditure on education will not, or 
should not, be simply an extrapolation of past trends, but will depend 
importantly on choices by society, or rather by governments acting in its 
name. Whether the social aim is more equality or more productivity, 
higher education and the other educational programmes in this report can 
.to some extent be regarded as substitutes. If it is felt that greater inroads 
into the inequality problem can be made by concentrating on infants than 
by increasing university places, then it is pre-school rather than higher 
education which may need expansion. If, similarly, it is felt that productive 
potential can be enhanced by shifting to forms of recurrent education, then 
what may be needed is a conversion of university curricula and structures 
to meet the demands of a much larger pr oportion of adult students rather 
than continuing growth in the enrolment of students just out of secondary 
school. 

These various choices have, of course, very different expenditure 
implications. Only very rough orders of magnitude can be given here. If 
the choice were to be between prc-primary and higher education, it will be 
important to know that the cost of a university student to the public 
budget can, on average, be four times larger than that of an infant 
attenling ?. nursery school. In addition, prc-school education frees mothers 
for wor' . ' [lift to recurrent education may not bring about direct in- 
creases in expenditure flows but involves costs in the form of losses in out- 
put, at least in the short-run. These are just some illustrative examples. 
Others could be provided. The main point, however, is not whether such 
figures are accurate estimates of possible alternatives, but rather the fact 
th£t such alternatives will have to be faced in the coming decade. It is 
unlikely that the past rapid growth of expenditures, subject to apparently 
few constraints, can go on as the OECD area moves into a situation in 
which conflicting claims on - possibly more slowly growing - resources 
become increasingly difficult to satisfy. 

Of course, an analysis of the kind contained in this report can only 
provide some indicaaon of the overall constraints and estimates of the costs 
of various programmes. Beyond this, the issues arc. of a different nature. 
The decision as to which aims the educational system should fulfil and 
how much public expenditure should be devoted to fulfilling these aims 
is essentially a political decision. And the choice as to which are the best 
instruments to achieve such aims is. a'nd will '■emain, the prerogative of 
the educationalist. 
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I. STATISTICAL PROBLEMS 
AND METHODOLOGY 



SOME DATA LIMITATIONS 



As mentioned in the main text, the majority of the data available on 
education cover public education spending on direct education costs. How- 
ever, such statistics, while giving a general outline of the developments in 
Member countries, are insufficient for an analysis of the education system 
as a whole, because (/) private educational expenditures are important in 
some countries, (//) they do not always include all public expenditure on 
education, and (///) the data are not always consistent or comparable 
between countries. 

i) Completeness of the Expenditure Data 

Data on public education spending can considerably under-estimate 
the total resource cost of education. First» direct private spending on educa- 
tion is important in some countries, such as the United States, and partic- 
ularly Japan, where the private higher education sector is large, or Spain, 
where religious institutions have undertaken an important role in primary 
and secondary educational institutions. In addition, there are numerous 
proprietary schools and technical institutes in many countries which have 
an important place in the post-formal education system. Second, society 
incurs considerable educational indirect costs in the form of foregone 
earnings, public maintenance or "on-the-job" training. These are generally 
not included in ofiicial budgets or any other figures on the costs of educa- 
tion. There is controversy over the value of including such estimates in the 
cost of education, but some policy judgements can ;f?.o oadly astray if this 
information is not available. 

ii) Comprehensiveness of Public Expenditure Data 

Errors in public educational expenditure often occur because some types 
of education services are provided by Ministries of Labour or Social Wel- 
fare, e.g. industrial training and pre-primary education. Public expenditure 
on student maintenance is sometimes not included in the education budget 
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but appears elsewhere in the public accounts. Offsetting this, education 
budgets often include substantial items such as school meals which, for 
some purposes, one might want to classify as soci;il transfers rather than 
education spending. Where possible, these items were not incl'ic )d. 

iii) Statistical Inconsistencies and Comparability between Countries 

Recourse was made to several sources of statistics which were not 
always reconcilable. By and large, national sources were used for the 15 
countries covered in detail in the report while OECD sources were used fo. 
countries outside this group. This posed problems of comparability between 
countries. This loss was counterbalanced by a greater certainty that within 
the restricted group the number of students corresponded to the expen- 
ditures. Accuracy, in this context, was increased by i-x>mbining primary and 
secondary education levels rather than dealing with Ihem separately. In some 
countries, only the sum of the two levels was available whilst changes in 
the definition of each level made it impossible to have consistent time series 
for primary and secondary education separately in [ > iland, Germany and 
Sweden. 



DATA sol; : 

AND CALCULATIONS US^; T ' TEXT TABLES 

Table /. R1:LATIVL SIZE Oh .\ Di: ■ !T ;ND TEACHER POPU- 
LATIONS 

Students were defined as fu? -tirif: :n: {• -t-time, but pre-primary 
education was not included. For 1*^ ' .les covered in detail, the 
data come from the tables shown in - The data source for other 

countries is ihe OECD's Educationw • ' - s Yearbook, All the figures on 
teachers were taken from the Educatic - >,atistics Yearbook. 

Table 2. PUBLiC EXPENDITURE 0\* TDUC/TION 

for the 15 countries wercd in derail, the uriderhmg data were taken 
f.oili the tables shown in thi- Annex. ' or the remainder, the source was 
^.he Educational Statistics Yearbook, VoL I, Table 12. Data include both 
current and capital expenditure but the definitic- y the boundaries of the 
education system is no; known ibr individual cc ati.O'* (see page 47 of the 
Educational Statistics Yearbook), thus limiiin^, . .m'^arability. Elasticities 
were deiincd as the ratio of the percentage cha »«• raicaiion expenditure 
over the period to the percentage change in T.DPa''^ ^> ^[.pcr capii t 

Table I SHARE OF PUBLIC SECTOR IN TOT \L CURREN'i EX- 
PENDITURE ON EDUCATION 

/ .*ie data come from country s A: ii-dons to the OECD of their 
^lational Accounts statistics fHlowing the Piesent SNA" system. Private 
expenditure on education is part of item of private consumption as shown 
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in Table 1 of OECD, National Accoafhs of OECD Countries, The fi^Wj 
for Japan and the United States wer^ laken from the tables at the cad of 
this Annex. 

Tables 4 to 6, PUBLIC CURRcN^^ EXPENDITURE, EARLY 1970s- 
All Education Lever: Primary and Secondary and Higher 
Education 

These three tables, subdivide education expend^'urr into three contri- 
buting factors, as defined in C.-ie ( M on page 14, lo; the 15 countries 
covered. The- expenditure figures e ver only current spending and do not 
include the private sector, eve ^ tSoufch it may be >»cnsively subsidised by 
the State.' For those countries v,:xtc the private Ssiclor is large, the sum of 
public and private expendituic is included in b^^v kets to place the public 
sector, in perfective. The figures for t^e t)iffev^:ii levels may not add to the 
total becaJisc of undistributed a ''Tiais; a; '^e ' ^sts which have not been 
atttibulcd to each level. 

Enrolment ratios are "gross" - i.e. 'i s:. dents in a level are divided 
by the population of a representative ag-.- group. These age groups were 
based on the average length of studies. Pi ?iculties were sometimes encoun- 
tered at the upper secondary I'^vf;? where the length of schoohng varies 
depending on streams and, in sonu. 'untries, student numbers drop off 
quite quickly after compuls^.iy c.liooling ends. In other countries grade 
repeating prolongs studies bcyoui' the normal study age. Hence, the repre- 
sentative age group for inwytTs and secondary education were chosen by 
inspection. They are shew - i : the country tables below. For higher educa- 
tion, a standard four-yea^ -^eriod after the end of secondary education was 
taken for all countries. This can be open to considerable error as the 
length of studies varies considerably from country to country. 

Tables? and 8, CHANGES IN PUBLIC EXPENDITURE - 1963 to 
Ed-r.y :^70s; Primary and Secondary and Higher Education 

These tables si;o ■ rr.anges in the levels indicated in the previous table 
over the base period. The relative price increase is defined in the next 
section of this annex which shows the basic data employed. The confri- 
bu^ion to the total change wis derived by the following formula : 

If Xj - (a,) (b,) ;c,) 
and X: = fa:) (b^) (cj) 

then the contribution of a to the change Xo - X i is equal to 

(b, + b.) (c, + c.) 
(a, -a,) ~ 



1, F.xccpi for Finland and France. 
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t^ro^'h of public education expenditure given in these two tables 
are in vtr:'?& of education expenditure as a percentage of GDP. The growth 
of education; expenditure without reference to GDP can also be of interest 
and figures are provided in two tables at the end of this section. In this 
case, the definitions differ only in costs per student which are no longer 
divided by GDP per capita. In addition, a column is also added on GDP 
deflators. 

Table 9. GROWTH RATES IN FULL TIME STUDENT ENROLMENT 

Numbers were drawn from OECD sources and do not directly corre- 
spond with the data employed for the group of 15 countries dealt with in 
detail. 

Table 70. PUBLIC CAPITAL EXPENDITURE, 1963 and early 1970s 
Data for Finland include investment in the public sector as well as 
capital expenditure in the private sector paid for by the public authorities. 



Annex Table /. PRE-PRiMARY EDUCATION 



Australia (1970) 

Austria (1971) 

Uclgium (1972) 

Canada (I970'7l) . 

Finland (1971) 

France (1973) 

Germany (1973) 

Italy (1972) 

Japan (1971) 

Netherlands (1970) 

Norway (1971) 

Sweden (1971) 

Switzerland (1968) 
United Kingdom (197|/72) 

United Stales (1972 73) 

Dispersion^ 

Average* 







Additional 


Numbers 


Enrolment 


expenditure as a 


enrolled in 


ratios 


per cent of GDP 


the early 


in the 


in !985 (real) 


lQ70s 


early 






(thousands)^ 


1970s^ 


Enrolment ratio : 




0.75 


0.90 


194 


0.396 


0.28 


0.38 


127 


0.533 


0.05 


0.12 


445 


1.556 






400 


0.551 


O.IO 


0.19 


41 


0.269 


0.23 


0.32 


,2,392 


1 .340 






1 ,567 


O.S22 


-0.10 


-0.0? 


1,466 


0.832 




0.01 


1,716 


0.525 


0.08 


0.13 


492 


1.027 






15 


0.115 


0.50 


0.62 


131 


0.5.30^ 


0.08 


0.18 


140 


0.687* 


0.01 


0.07 


351 


0.192 


0.16 


0.21 


4.231 


0.624 


0.10 


0.18 . 




0.388 


0.15 


0.1 7 




0.548 


0.14^ 


0.205 



I. |hc(Mde» private jecJor. 

I.i per cent of a two year age group preceding compulstjry primary educaiton. 

3. Measured by standard deviation 

4. Geometric mean. 

5. Arithmetic mean. 

Sfmrc^i - OLCD. Educational Statntu■^ Ynnhook, VHA and wurces quoted in C ountry Annex tables. 
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Annexe Table 2. FACTORS CONTRIBUTING TO THE GROWTH OF PUBLIC EXPENDITURE ON EDUCATION 

1963 TO EARLY I970s^ 
P.'UMARY AND SECONDARY EDUCATION 
A verage annual percentage changes 



Australia 

Austria^ 

Belgium 

Canada 

Finland 

France 

Germany 

Iialy3 

Japan 

Netherlands 
Norway 

Sweden 

Switzerland 

United Kingdom 
United States .. 

Average* 



Growth rate of 
Current public expen- 
diture .pn education 



Nomina) 



15.0 
16.7 
12.1 
17.0 

(17.0) 
13.1 
13.3 
14.4 
10.1 
14.3 

(14.3) 
15.0 
12.6 
13.2 
11.9 
10.4 
11.3 

(10.9) 



13.4 



Real 



8.0 
8.7 
5.7 

10.1 
(iO.l) 
4.2 
6.8 
7.2 
3.2 
5.3 

(5.3) 
3.9 
6.5 
5.6 
5.1 
5.3 
5.6 

(5.2) 



6.1 



Growth rate of contributing factors 



Public expenditure deflator 



Total 



6.6 
7.3 
6.0 
6.3 

8.6 
6.0 
6.8 
6.7 
8.5 

10.7 
5.7 
7.2 
6.5 
4.8 
5.4 



6.9 



GDP 
deflator 



4.0 
4.1 
4.5 
3.8 

6.8 
4.8 
3.9 
4.5 
4.8 

5.5 
5.2 
4.8 
5.4 
3.8 
3.8 



4.6 



RPED^ 



2.5 
3.1 
1.5 
2.4 

1.7 
1.2 
2.8 

:^.i 

3/. 

4.9 
0.5 
2.2 
1.0 
I.O 
1.6 



1. f or !he precise year covered for each country in the early t970s. see Table 4. 

2. RPED s relative public expenditure deflator. 

3. Total expenditure (capital and current). 



2.1 



Enrolment 



Tolal 



3.1 
2.9 
1.8 

3.3 

0.5 
1.2 
3.2 
1.8 

-1.9 
(-1.5) 
1.6 
1.2 
0.8 
2.4 
2.1 
1.4 

(1.0) 



1.7 



Relevant 
age 
group 



1.8 
1.4 
0.9 
2.3 

-1.6 
0.1 
2.4 
0.7 

-2.3 

0.1 
-0.1 
-1.2 
1.2 
0.8 



Enrol- 
ment 
ratio 



0.5 



1.3 
1.4 
0.9 
1.0 

(1.0) 
1.9 
i.l 
0.9 
1.1 
0.1 

(0.7) 
1.5 
1.3 
2.0 
1.2 
1,3 
0.7 

(0.2) 



Growt 
rate 
of rea 

inputs I 
studen 



1.2 



4. Arithmetic mean. 

Noie: Figures in brackets cover both private and public expenditure, 
not multiply up because of roundings. 
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Annex Tables. FACTORS COi '.JBUTING TO THE GROWTH OF PUBLIC EXPENDITURE ON EDUCATION, 

1963 TO EARLY I970s^ 
HIGHER EDUCATION 

Average annual percentage changes 



Growth rate of ( Growth rate of contributing factors 





current public expen- 














Grow 




diture on education 


\ 'jblic expenditure deflator 




Enrolment 




rate 




















of rei 




























GDP 
deflator 






Relevant 


Enrol- 


inputs 




Nominal 


Real 


Total 


RPF.D^ 


Total 


age 
group 


ment 
ratio 


stude 


Australia 


17.1 


9.9 


6.6 


4.0 


2.5 


13.4 


3.3 


9.8 


-3.1 


Austria^ 


19.1 


10.9 


7.3 


4.1 


3.1 


4.7 


1.7 


3.0 


5.S 


Belgium 


19.0 


12,2 


6.0 


4.5 


1.5 


10.4 


2.6 


7.6 


1.1 


Canada 


29.7 
(35.4) 


22.0 
(27.0) 


6.3 


3.8 


2.4 


12.3 
(M.9) 


5.3 


6.6 
(6.2) 


8.': 

(13i 


Finland 


20.2 


10.7 


8.6 


3,.8 


1.7 


8.3 


5.1 


6.0 


2.: 




' 16.3 


9.7 


6.0 


4.8 


1.2 


11.5 


3.3 


7.9 


-i.e 


Germany 


II. 7 


4.6 


6.8 


3.9 


2.8 


5.8 


0.5 


5.3 


-1.1 


Italy-* 


19.0 


11.6 


6.7 


4.5 


2.1 


1 1.2 


1.2 


9.9 


OJ 


Jirpan 


13.1 
(15.6) 


4.3 
(6.5) 


8.5 


4.8 


3.6 


5.6 
(8.6) 


0.6 


5.0 
(8.0) 


-I.- 

(-1.S 




20.7 


9.1 


10.7 


5.5 


4.9 " 


7.6 


4.3 


3.2 


1.^ 


Norway 


17.2 


10.9 


5.7 


5.2 


^.5 


10.8 


1.0 


9.7 


0.1 


Sweden 


17.3 


9.4 


7.2 


4.8 


2.2 


9.0 


1 9 


6.9 


0.^ 


Switzerland 


18.2 


i 1.0 


6.5 


5.4 


1.0 


6.2 


0.2 


6.1 


4.2 


United Kingdor.i 


16.3 


1 1.0 


4.8 


3.8 


I.O 


8.1 


0.8 


7.3 


2 A 


United States 


15.3 
(13.4) 


9.4 

(7.5) 


5.4 


3.8 


1.6 


9.8 
(7.7) 


3.5 


6.0 
(4.1) 


-3.( 

(-0.: 


Average* 


18.0 


10.5 


7.4 


4.6 


2.1 


9.1 


2.3 


6.7 


1.1 



J. I-Df the precise year covered for each country in the early iQ7()s. see Table 4. 4. Arithmetic mean. 

: RPl-.D = relative publx expenditure denaior. ,Vi>/f Figu.-ei in brackets cover both private and public expendllurc. Figi 

V Total expenditure 'capital and current). not multiply up because of roundings. 



Statistical problems and methodology ^ 
Tables 13. /.< and /5. PUBLIC EXPENDITURE ON EDUCATION IN 

6 of the main text. In Table the j^fe^^ of ^""'^-^ ' 

result of multiplying the early 1970 leVef hv ,h '"""'^^ '^e 

relative public expenditure deflator The 'he increases in the projected 
. of the assumptions are in rea terms Inlv H^'" ""''^ 
each of the real increases 1^7. I ^' '° ^ 'o'«' ^^^^ct 

expenditure deflator augmented by the rise in the public 

PRE-PRIMARY EDUCATION 

Enro^tS^ttTrerrS^^Lta? ''^"^"'^'^ '^'"^ "elow. 

tion data for the two year age-snan blZTZ u ^ ^ Popu'a- 
The increase in expcnditur^toT^S wis es il?TK"'"'.°^ 
student nuhibers from present enrol me '^"""S 'he increase in 
student in primary ILtion w^e aWe'°L^^^^^ T 
education when not availahlp\ tL. (^"d primary and secondary 

pnvate seaor remains stable. '^^ 'he 
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11. PRICE DEFLATORS 
FOR EDUCATIONAL tXPEiNDITURES 



The deflators used in this report come from a variety of sources, and 
arc of two main types : 

/) Implicit public consumption deflators derived from OECD national 
accounts statistics for Australia, Austria, Canada, Finland, France, 
' Italy, Japan, Switzerland and the United States; 

//) Implicit education deflators derived either from the national 
accounts or supplementary information received from national 
> administrations of Belgium, Germany, the Netherlands, Norway, 
■ Sweden and the United Kingdom. 

As mentioned in the main text, a priori, it should be expected that the 
deflator for the education sector should be higher than the deflator for 
public consumption for two main reasons: 

/) The labour component in education is much higher than in other 
public sector activities; 

//() Wages for teachers may have increased more rapidly than ih other 
\ sectors of the public service, 

Howevipr, in the six countries where a comparison could be made, the 
education deflator was below the public consumption deflator in two cases, 
above \t in one case and in three countries rose at a roughly similar rale. 

While it is indisputable that the relative size of The labour component 
tends to be higher in education than in the public sector as a whole,^ there 
appears to be considerable variation among countries in the rate of increase 
of teachers' salaries relative to other civil servants salaries. In some coun- 
tries, such as Csrada, where the expansion in the number of teachers and 
staff was importa:i5 at all levels, an inelastic supj>?y of tcachc-s probably did 
engender a rapid increase in salaries (these rdse 9.5 per cent a year over 
the period) compared with a rise in the public consump.ron deflator of 
5.9 per cent a year). A similar situation may well have existed in the 
United States. However, in many European countries the situ. Ion appears 



I, Approximately 80 per cent compared to 60 per cent for general gov(5rnmer;i. 
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to have been different. Recruitment of teaching staff is often mope closel/ * 
controlled by the educatian departments who provide fr.e and sometimes 
fully supported training to would-be teachersi ihrougii rormal schools or 
te^Jherx colleges, and, in some cases, demand in return a contract of a ^ 
fixedliumber of years teaching before departure. In other countries', .teachers . 
unions have tended to have weak bargaining positions because of the 
centralised control of the education system. These factors, accompanied by 
the fact that teachersi qualifications are often non-marketaWe outside the 
teaching profession, appear to have led to a slower growth in wages than 
in other sectors' of the civil service. 

^7It is difficult to foresee the trends of education deflatorsi in the future, 
^h/ past differences between education and public consumption deflators, 
may reflect temporary phenomena which in the longer run will tend to be 
reversed by market forces. But the rapid growth in numbers of graduates 
and the slowdown in, the expansion of the education system may lead, 
over the coming decade at least, to an ample supply of 'potential teachers 
which may depress the growth cf wages in the absence of strong unron 
bargaining. It is uriknown, however, how long such factors could continue 
to put downward pressure on wage ratei in this sector wijhout some 
response on the supply side, either in terms of quality or numbers. 

Relative price deflators were obtained b> dividing the public consump- 
tion or education deflator by the GDP deflator. The \alues of the deflators, 
for education and public consumption are given in the table below. The 
sources used are as follows: 

Australia, Austria, Canada, Finland, France, Italy, Japan, Switzerland, 
United States: public consumption deflator; OjECB, National Accounts 
of OFCn Countries, f96J-!9'^2, 1962-1973. 

r -igium : public consumption deflator: National Accounts of O EC D 
Cniftiries. 1961-1972. Education deflator: implicit deflator for pub! ' 
c:)ns'jmption of education obtained from the Belgian authorities. Tiic 
l-i cr also supplied a deflator for investment in the educational sector 
which was used in Table 10. ^ 

Cjcrmany: public consumption deflator and education deflator': internal 
document from lUmdesministerium flir Wirtschaft, ''Relative Preise",' 
10. v>. 1974. The education deflator is a weighted average (67 per cent 
wages and salaries and 33 per cent other goods and services). Weights 
are based upon the work of Mary Garin-Painter, op. cit. The public 
consumption deflator is taken from the same document. 
Netherlands: public consumption deflator :^ Dutch Narianal Accounts, 
Education deflator: implicit deflator calculated frim statistical material 
received from the Central Bureau of Statistics in the Netherlands. 

Norway: public consumption deflator: Non\'eg>in National Accounts. 
Fdi.v:ation deflator: implicit price deflator caivjlated from statistical 
material received from the CBS of Norway. The index is a weighted 
average of a number of components of current costs broken down for 
local and central government cyr>enditurc. 
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Sweden: public consumption deflator: Swedish National Accounts - 
196S-1973. Education deflator: implicit price deflator for public cQn- 
sumption of education from the same source. 

United Kingdom: public'^ consumption deflator : United Kingdom 
National Income' and Expenditure - 1963-1973. Education deflctor 
calculated from official information received from the^ Department of 
Education anc^ Science, Price Indices, Real Expenditures and Related 
Matters". The deflator is a weighted average of ihe **Mark 1" index 
spliced with the old statistical branch " iiidex and the " Tress-Drown" 
index. 

P Annex Table 4. IMPLICIT PRIGF. OFFLATORS 

FOR r.DUC A HON I^XPFNDITURF AND PtBLIC CONSUMPTION 
^'^ \ • ' , Undice^ 1963 = 100) 







1970 


1971 


1972 


- 1973 


Australia^ 


PCD 


• US. 5 


165.4 


179.9 




Austria 


PCD 


l6l.fi . 


174.5 


189.2 




Belgium 


PCD 

i:d 


138.2 ' 


150.3 


163.4 
168.7 




Canada^ 


PCD 


.151.4 . 


161.3 


173.2 




Finland 


PCD 


165:7^ / 


181.2 


XJ98.1 
nj6.4 


228.3 


France 


PCD . 


146.1 


156.6 


179.3 


Ciermany 


PCD 
FD 


157.9 
157.7'. ^ 


174.6 
17^.0 


190.1.. 

"i87.r"«. V 




Italy 


PCD 


142.7 


164.4 


178.5 / 




Japan^ 


PCD • 


175.2 


191.6 


212.6/^ 




Netherlands 


PCD 
FD 


194.1 
205.7 


216.6 


241.9 




Norway 


PCD " 
ID 


151.3 ' 
147.4 


165.4 


175.2 
177.1 




Switzer^arKi 


PCD 
FD 


173.1 
156.S 


^194.1 

PI. 9 


208.9 
1H2.3 




PCD ^ 


148 A 


161.6 


176.1 




United Kmgdom^ 


PCD ' 
FD 


156.1 
144.4 


177.4 
160.4 


186.1 
177.6 




Un>lpd States^- 

i 


PCD 


141.2 


150.2 


159.7 





T~ l-isc«I ycir'dala (Hase : h)fiU Y ^ l(K)). 



Sow . PCD Public consumption deflalor. 
tD = hducaCion deflator 
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III. BASIC DATA AND SOURCES 



The basic data for the fifteen countries studied in detail are given in 
the following tables. The data have, in most cases, been drawn from 
national sources. Student numbers were, by and large, defined as full- 
time students plus part-time in full-lime equivalents, except for Norway. » 
The private sector loomed large at the primary and secondary level only 
in France, Finland, Japan, and the United States. In the Netherlands, 
the totally subsidised private sector was included in the public sector. Some 
data problems appeared for Finland and France where the private sector 
is heavily subsidised; in this study the subsidies were ir.duded in public 
expenditures. For Canada, Japan and the United Stat.-s. private expen- 
ditures are given as memorandum items. 




1. Full-time and part-time adjustments were obtained officially or semi-officially 
for Canada, Germany, the Netherlands, the United Kingdom and the United States. 
For all other countries, full-time adjustments were made by dividing part-time students 
by two. 
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Public expenditure on education 



AUSTRALIA 



EXPENDITURE {milWom of Australian dollar .) 
Primary and Secondary 

Current 

Capital 

Higher 

Current 

Capital 

Total ^ 

STUDENTS^ (thousands) 

Primary and Secondary^ 

Higgler 

Total 




I 1 St July ti> .U)th June 

: Includes U)me expenditure ondistributed b> level and 70 S millions in ^J^^ M and 

72 respectively) and a very sma'l amount of subsidieN 
\ I he number of students are averages of 1*'^' and lM<hl for I'v^.t M and l'>7l and I47J 
Tor l'>7| 72 

4 Students at technical colleges are included as full-time equivalents by dividing their ttital 
number by two 

\utf Representative age group Tor prirrary and secondary education : 5-17 years, 
S*iurif Submission by the Australian Authorities to the Secretariat. 



AUSTRIA 





1963 


1972 


EXPENDITURE {mWWon^ of schillings) 








4.350 
617 


19.239 
14.959 
4.280 
3.471 
2.634 
837 




6.443^ 


23,643^ 


STUDENTS'^ (thousands) 








1.080 
49 


1.394 
74 


Total 


1,129 


1.468 



Includes v^me expenditure undistributed by level (and for total capital expenditures 

equivalent to I.I7H millions of schillings) 

the number of students is a weighted average of school years l^^h^ 63 and l«V6.rM 
for l'J6< an-i 7 1 72 ind l'^: 7\ for 1^72. ^ 



Soir Renrescnlative age group for primary and secondary education: 6-IH years. 

Stwrcft Osterreichisches Statistisches Zentralamt. Siutisiischn HunJhinh fur dtr RrpuNik 
dsfcrrtich . Bundesministenum fur LJnterricht und Kunst. OMrrrenhnchr Svhut- 
MatiMik : L'NLSCO Questionnaire; submission by the Austrian. Authorities to the 
Sccrc:at:at , 
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Basic data and sources 



BELGIUM 





1963 


1972 


EXPENDfTURE {mWWons of franco) 








2.5,972 
23!352 

2,697 
2,288 
409 


69,5 18 
65*. 133 

H , J O J 

13,564 
10.912 
2.652 




28.669 


83.082 


Xfemorandum 'lem : 


3,223 


8.420 


STUDENTS^ (ihousaniisJ 








1.546 
53 


1.808 

127 , 


To.al 


1,599 


1,936 



1. I he numttr of students is a weighted average of school years 63 and 1965' 64 for 

and 1971 and 197: 7.^ for 1972. 
.\oif Hcnreieniativc age group for primary and secondary education : 6-17 years. 
.Souz-tv Suhmission by the Belgian Authorities to the Secretariat. 



CAN.'\DA 





1963 64' 


1970/71^ 


EXPENDITURE (millions of Canadian dollars) 








1.873 
1.515 
358 
373 
210 
162 


5.209 
4.547 

662 
1.757 
1.299 

458 




2,246 


6,965 


Men^orandum item : 


295 


71! 


STUDENTS {thous&nds) 








4,572 
239 


5.749 
523 




4.81 1 


6.286 



1 . 1st J jIv lo ^n«^ June 

Soft' keprescntati%e a^e group for primary and secondary education : 6-19 years. 
Sounds Statistics C anJtda. f-'Jutution in CanuJ.]. V)' ^ : UNf:SC"0 Questionnaire: Un- 
published data received frorn Canadian Authorities. 



Public expenditure on education 



FINLAND 



EXPENDITURE^ (millions of markkaa) 
Primarv and ^^econdary^ 

CurrtAi 

Capiial 

Higher 

Current 

Capital 

Toial 



STL^DESTS (thousands) 
Primary and Secondary ^ . 
Higher : 

Tola! 




Includes subs w'cs to the priNaic s«cior 
Includes expenditure i<n aduli ei'ucanon, 

Includes Mudenis fi)lU)v^mii aduli education courses I heir number was adjusted to 
M>fn^thin« similar to a full-nm: equivalent by assummy that the "full-time" cost of an 
jduii student, IS the same as that of oiher primary and secondary students; total ex- 
pcnditurc on .I'iult educati-.n was then divided by this '* full-time" cost. 
,/r Riiprescntaiise age grri.p for primary and secondary education: 7-|'> years. 
■.fc\ I S* se n Ou-rstiunnaire ; Nordic t\>uncil and Nordic Statistical Secretariat. .\orJt\k 
.S/wr.vrsA .^^st'ok. Stockhi>lni . Submission by the 1 innish Authorities to the 
Secretariat 
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Basic ii \i and sources 
FRANCE 



EXPENDITURE vmilliori. of francs^ 
Primary and Secondary 

Current^ ■ 

Capital 

Higher 

Current 

Capital 

Toral^ 



Ui'fnorarMum iiem : 
p/^. 'trrary 



STUTj. •7 '>^ (thousands) 
Primra} secondary ... 
High;:r' 

Total ... 



1. IncluO■'^ 
S. The nui 1 
an t 



:^ * priNatc ?iccior. 
e "."'eniiiturc undiiiribuicd by Ic .cl 

■dents i^ a weighted average vif sc't^^il ye 
an.i i<n.V 74 for l'J7.1 



1963 


P' '3 


6.935 


24.423 


6.29! 


21.880 


644 


2.543 


1.997 


6.871 


1,29/ 


5.862 


700 


1.009 


10.143 


34.532 


1 


1.550 




9.711 




917 


X.93 


10.628 


rt»:;; j;*.. : ».-.7 ycijT , The 



V ./^t ■ Ren:-'s« iiative ?ae iioup fur primary a iJ seconOary - - , 

' " ^M^nd t^r .uAr'for the ' budget vote" r.t... thun .he 'bu.'.et --"^^ • 

: rc^uU ma. >w sliR^tly d.ffcrren frcrp actual expu,d,:ur.-v. SmMl.^iy. capita! e.- 
renJ. ur=s--c' .- ^di.s de paiem.nt'' rather than exp.ndil^i.ts. :_>at.. cove- only the 
budget M.mstrv.TLducat.on. I ig.,.. wh..h include «he .xpend,.ures of o.he. 

Mim r.es were o^.^\c^ for 1.70 i. a sp.c.al study of .he Ot . O s n-rcoor at f.v 
S ci. Affa.rs. v;anpo*er and l;ducation (SUnw^, y^-y . /"^ V;^,^ 

rat'o Vt" such expenduures and ^hr Mm..try .X Ldu.at.on'v buOget ,n PHO 
harru7rhan«ed m vr y, the figure. f.>, r.rrent c.^.r<n^r. -n the i^ibk alx.vc ^^ere 
''uui-^lled b'^^^^^^^^^^ of 1.41 and l.i5 lo, pnmary am. vecnr.O,ry and h.gher cduca- 
linn rcsrccti-t:!'. lo obtaii the data uved tn Tables -4. i jnd (>. 
Souncs Pny,vt J. Un dc Un.:'Hc. 1974 . ■ Budget Jc I'rogramne. ■ . IW3 ; and EdiuaUon, 
Rapport des C"ommi>s,.-.ns du ^e Plan 1W7I-7V 
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Public expenditure education 



GERMANY 





1963 


1971 


EXPENDITURE vmillion. of DM; 






Primary and Scconda'/ 

Current 

Capital 

Higher 

Capital 


7,940 
5»600 
2,340 
3,601 
2,645 
956 


22,348 
16,427 
5.921 
9,326 
6,423 
2,903 


Totar 


1 1.774 


34, 1 1 I 


STUDENTS (thousands) 






Primary and Secondary^ 

Higher 


7,827 
353 


10,1053 
554^^ 


Total 


8.,..: 


10.659^ 



I Includes some expenditute un vtnbuteu ^ evet 

2. Part-lime vocaiional sti ^cnts a f included as f ime equi%alents b> dividing ihcir total 
number by three. 

} The number of siudenis for 1*^71 ts a weighted iiveragc of the data for ^hool years 
P)7(), 71 and W71 72, 

.V>;f«' Representative age grfiup for primii/ and secondary educalior : I 7 years. 

Styurces . W Albert and Ch. Oehler. Die Kult^rausiiah -t irr lander. Urs Bunde\ ^.nj a. .■ 
Gemetnden 1950-196/. Wcinheim 1972; Siatistisches Bundesamt. Finanzen und 
Sieut'rn, Reihe 5 " Au'igaben dcr offentlichen Haushalte ■ ' Bildung. Wissenschaft 
und Kultur". 1^71 ; and Siatistin' Jahrburh : Bundesmt.;;jterium fur Bildung und 
VVisscnschaft . und Statis,<Jch'. , Bundesamt. BUdunf^ im Zahlempiegei, 1974: Vkir 
Bundesmtnister fur Bildung L,id Vt'\%%tT\yc^\\A{\, Qrunddixten at\*X Strukturdaten, 1974. 



ITALY 





1963 


1972 


EXPENDITURE (billions of li-e) 






Primary and Secc . ry 

Cur.cnt 

Capital 

Higher 

Current 

Capital 


8'3!3.9 
70.8 


2.131.4 
338.4 


Total 


964.8^ 


2.792.6' 


STUDENTS (thousands) 






Primary and Secondary 

Higher 


7.145 
243 


8.34"- 
631 


Total 


7.388 


8.980 



I Includes some expenditure undistributed hy level. 

Svte% : Representative age group for primary and secondary education: 6-18 years. ata are 
for the Education Ministry only and do not include the spending of the ktca. author- 
. ities vthich represents I 5 per cent of ihe total 
Sourt rs : Istituto Centrale di Statistica. Annui- to ,ratmicv della istruzione : Reiazio.'-e tii-nerole 
nulla situa;ione econnmtca del pel, <- 
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Basic data and sources 



JAPAN 





1963' 


1971' 


EXPENDITURE (billions of yen) 








846.3 
645.8 
200.4 
1 11.4 
106.8 
4.7 


2,64 1 .3 
1.876.5 

/CH .0 

375.5 
286.1 
89.4 




957.7 


3.016.9 


Memorandum iiem : 


234.7 


754.3 


STUDENTS (thousands; 








19,902 
280 


17.045 
432 




20.182^ 


17.4773 



I [ i%ca1 year for expenditures: schDol year for siudenis. 
2. Plu> 2 7^0 million students in private institutions. 
y. Plus .V7:6 million student* in private institutions. 

\ote\ Kcprevcntative age group for primary and secondary education: 6-17 years. The 

expenditure data include only school expenditure in the public sector 
St}ur(rs Bureau of Statistics. Office of the Prime Minister. Japan Statistual Yt-urhook . 
Ministry of E ducation. f'Jucuiion tn Japan 1971. 



NETHERLANDS 





' 1963 


1970 


EXPENDITURE (millions of guilders) 








1.612 
429 


4.292 
1,601 




(2.041)' 


(5,893)' 


Memorandum item : 




(493)^ 


STUDENTS^ (thousands) 








2.311 
!23 


2.580 
205 




2.4.^^ 


2,785 . 



I. C urrent expenditures only 

^ The nun>ber of students is a v-eighied average of school years h>t)2 and \*^><,\ f>4 for 

1'^^.^ and \9M ''O and 71 for \*f7{). expressed in full-time equivalents. 

,V(>rc Representative age group for primary and secondary education: />-18 years. 
S*)urcr'> I'npublished data received from Netherlands Central Bureau of Statistics: Central 
Bureau of Statistics. SlattMnaf y\-urhoi>k of the Sethcrlands 



89 



Public expenditure on education 



NORWAY 



EXPENl l'^VRES (millions of kroner) 
Primary and Scconda'*- 

Current 

Capital 

Higher 

Current' 

Capital 



Total 

STUDENTS (thousands) 
Primary and Secondary 
Higher 

Total 




\. Includes some otpcndif.rc o;:O vi ibulcd by levels. 

Sntr: Represenutive age grour primary and secondary education: 7-18 years. 

S<,urcti Central Bureau of .Suiislics. Statiuical Yrurhook of Norway, and Vn^crvnninK^- 
itattstikk ■ Nordic Council and Nordic Statistical Secreianal, Nordtsk Stattsttzk 
Anhi,k Stockholm. .Submission by [he Norwegian Authorities to [he Secretarial. 



SWEDEN 



EXPENDITURE (millions of kronor) 
Primary and Secondary^ 

Current 

Capital ^ 

Higher : 

Current 

Capital * 



Total 

STUDEN"^^ (thousands) 
Primary anu Second ry^ . 
Higher 

Total 



1963 



1.1^0 
68 

1.228 



1970 



3,748 


8,403 


2,954 


7,088 


764 


1.315 


688 


2.678 


624 


1,902 


64 


776 


4,579^ 


12,006^ 



1,230 
124 

1.354 



I. Includes e.i;jr ».duure on aduU education. 

■> Includes some eiipenditurc undistributed by level. 

] Includes students following adu.. education courses. Fhei.- number was adjusted to 
something --milar to a full-time equivalent by assuming that the " fulHime' cost of an 
adult student is the same a^ that of other primary and secondary students: total cxpen< . 
diture on adult education was then divided by this " full-time" cost. 
; Representative age group for primary and secondary education : 7-18 years. 
A^urcr. Central Bureau of Statistics. Statisthk Arshok for Sirr/jr ; Nordic J^;^""^'^ 

Nnraic Statistical Secretariat. Sordisk Siuiistisk Ar.hok. Stockholm: Unpublished 
data received from the Central Bureau of Statistics. 
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Basic data and sources 



SWITZERLAND 







1963 




EXPENDITURE (millions of francs) 


1,375 
1.082 
293 
265 
214 
51 

1,640 


4.029 
2.984 
1.044 
1.264 
961 
303 

5.292 


STUDENTS^ (thousands) 
Primary and Secondary 




814^ 
26 

841 


1.005 
46 

1.050 


1. The number of students is a weighted average of school years 1962/6.1 and 1963/64 
for 1963 and i97r 72 and 1972,' 73 for 1972. 

2 Secretariat estimate based on an interpolation of figures for 1961/62 and 1967, 68. 

Sou Reoreicntative age group for primary and secondary education: 6-18 years. 

Sour(f.i Bureau federal de statistiques. Financn ri impoa dr ta Confederation, drs Cantons 
ft dn Communes, and Annuaire itatistique de la Suisie; Lentre suiise de docu- 
mentation. Stati\tiguei nolairei de la SuiSie; Conseil suis&c de la science. Rapport 
iur le developpement des uniyeriiie\ suisies; Unpublished data received from the 
Swiss Authorities. 


UNITED KINGDOM 








1963^ 


197r 


EXPENDITURE {milUons of pounds sterling) 
Memorandum iiem : 


I. Oil 
764 
248 
238 
172 
66 

1.433 = 


2.247 
1.682 

565 
710 
575 
135 

3.351 = 
9 


STUDENTS (thousands) 
» Primarv Secondary 




S.404 
272 

8.676 


9.954 
509 

10.463 



1 f »sral yt^. frr e»prndnur«s ; icHoi>! year for students 

Includes wnre expenditure uiidistnbuted by levels 
Sote Reprtscnrative age group for primary and secondar\ educat'on; 5-17 years 
Souri:f\. Department of Lducation and Science, Fduaiti tn Smiisitu for the L'nitrd Kini:dom, 
HMSO. London; Central Statistical Office. Annual AhMraci of StaiiMics : Sub- 
mivsion hy United Kingdom Authorities to the Secretariat. 



9i 



Public expenditure on education 



UNITED STATES 





1963/64^ 


1972/73^ 


FXPFN DJTdR F (billions of dollars) 






PrimArv nnH ^#>fV^nHArv 


"> 1 A 

m. 1 


^ 1 Q 




17.6 


46.2 


1 


3 .8 


5.7 


Higher 


6,4 


20.7 


Current 


4.9 


17.7 


Capital 


1.5 


3.0 


Total 


27.8 


72.6 


Memorandum item : 


Private expenditures 


7.8 


16.3 


57 C/DfA^rS (thousands) 






Primary and Secondary 


40.187 


45,744 


Higher • 


2,351 


5,454 


Total 


42,5382 


51.198^ 





I July (n .M)ih June. 

1 Plus 7.6 million Mudcnii in privaic instttulionh. 
I Plus 6 7 million siudcnti in priiaic iniuituiions. 

Sotr\ Rcp^c^cntanvc age group for primiry and secondary educaJion : 5-17 years. C"hildren 
in pre-primary schools aged 5 are included in primary and secondary. 

Siiurt t-i Oeparimeni of .'{calih. E ducation and Welfare, Di^nt of EJmaiional Stati.\tic.s : 
Projrilions of Edutattona! Statntns lo IQS2~S3, Washington 197-;. 



/ 
/ 

v.. 
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OECD Sales agents 

DEPOSITAIRES OES PUBLICATIONS DE L'OCDE 



ARGENTINA - ARGENTINE 
CaHok Hinch S.R I . 
Florid* 169. BUENOS- AIRES 
. « 33'I717-239I Y 50.7122 
AUSTRAUX - AUSTRALIE 
Jpu^nationml B.C.N. Libriry Suptiiem Piy Ltd.. 
161 Sluri Si.. South MEtBOURi^E. Vk 3209. 
9 «9.7(OI 

691 Piltwmr Rotd« BROOK VALE NSW 2100. 

9 931 2267 
AUSTRIA - AUTRICHE 

Gerotd and Co ^Gr*b«n 31. WIEN I 7 92 22 39 

BELGIUM - BKLGIQUE 

tibriiricde« Sciencts 

Coudenbcrl 76-71, B 1000 BRUXEllES I 

9 912-09-60 
BRAZIL - BRESIL 
Hestre Jou S ^" ' r.4 I^uuim SU. 
Cliaa Po»«l 24090. 09M9 SAO PAULO lO 

9 216>1920 
Rua Scnadof D«nli» 19 t/:09-6. RIO OE 
JANEIRO Gi 9 232-07. 32 

CANADA 

Pubtithint Ccoirc'Cenlre d'idiiton 
Supply and Services Cansd*/ Approviwonnemeni 
«ct Services Csnada 
270 Albert Street. OTTAWA KIA OS9. Onl»no 
9 (613^992-97311 

DCNHAniC - DANEMARk 
Hunkt|t«rd» 3o|hftiuJel 
N«rre|>Mle6. 1169 K38ENHAVN K 

9 (01) 12 69 A) 
yiNLAND * riNLANDE 
Ak»I*««1\tnm Kir;akauppt ^ 
Keiiuiiatu I. 06|W HELSINKI 10 b2^ »[ 
FRANCE 

Bureau de» Publicaiioni de I OCpE 

2 rue Andre-P«»c»l. 79779 PARIS CtOLX 16 

9 924.SI.67 
Principtua correipondt: i\ 
13602 AIX EN-PROVENCE Libriiriede 
I'Univeruie. 9 26 18 0« 

39000 GRENOBLE; B Arlhiud * 87 29 11 
31000 TOULOUSE Privii. flt 21 09 26 
GERMANY - ALLEMAGNE 
Verlu Welttrchiv G.m b H 

O 3OO0 HAMBURG 36. Neuer Jungrernttiei 21 

« 040-39-62-500 
GREECE - GRECE 
Librtirx KauTTmann. 28 rue du Slide. 
ATHENES 132. « 322 21 60 
"RON G-KONC 

Government Information Skcrvitiet. 
S«le» of Publicaiiont Orfice. 
lA Garden Road. 

9 H-29228M 
ICELAND 7 ISLANDE 
Snaebjorn Jonvvon and Co . ^ f . 
HafnarMrKti 4 and 9. P.OB 1131. 
REYKJAVIK * 13133 J42«l,n9H 
INDIA - INDE 
Oxford Book and Stationery Co 
NEW DELHI. Scindia Houve * 4738R 
CALCUTTA. 17 P»rk Street 240«} 
IRELAND - IRLANDf. 
Ea»on and Son. 40 Lo*er O Conndl Street. 
, P O B. 42. DUBLIN 1 * ■•> ^5 
ISRAF.L 
Emanuel Brown 

39 Allenby R.c-ad. TEL AVIV » 91049 94082 
alio al 

9, Shtamlion Hamaika Street JERUSALEM 
9 234807 

48 Nahlath Benjamin Svreet. TEL AViV 

9 93276 
ITALY - ITALIE 
L<brerta Commi\uonana Sat>\oni . 
Vta Lamarmora 49. 50121 FIRENZE 979791 
Via Bartolint 29. ^H99 MILANO 9 .''6 5083 
Souk-depovitaJtek 
Edtirice e Libreria Herder. 
Pi.&.ua Moniecttono 120, 00186 ROMA 

9 674628 

Libreria Hocph. Vtt Htxpli 9. 20121 MILANO 
» 865446 

'■ Librera Lttiev V. a Garibaldi ), I0i:2 TORINO 
9 919274 

La diffu>iohe aelte cdittoni OCOE^ inoUre assicu- 
rata dalle miflior- librene ndle citta piu importanti 



JAPAN - JAPON 

{•f O PubheattofVfc Centre. ^ 
A;,A\tka Park Buildin|. 
3-.^ 4 Akataka. 
M,hato-k.u 

TOKYO 107. 9 986-2016 
Maiu^en Company Ltd . 
6Tori>NKhome Nihonbathi. TOKYO 103. 
P O B. 9090. Tokyo International 100-31. 

9 272-7211 , 
LEBANON - LIBAT^ 
Documenta Scier^tifica/ Redico 
Ednon Buildinf. BIm Street. 
P O Boa 5641. «iEIRUT. 9 39442* - 344429 
THE NkTHERLANDS < PAYS-BAS 

W.P. Van Stockum 

BvitenhofW. DEN HAAG. 9070-65 68.08 

NEW ZEALAND - NOUVELLt^ZELAN DE 
The Publications Manager. 



The PutMicationt Manager. 
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